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U.S. Customs Service 


Treasury Decisions 


(T.D. 83-152) 


Customhouse Cartman’s License—Revocation 


Revocation of Customhouse Cartman’s License Number 3146 issued by the Dis- 
trict Director of Customs, Honolulu, to Takashi Brian Uyeno on December 5, 
1979 


Notice is hereby given that the Commissioner of Customs on July 
15, 1988, pursuant to section 565, Tariff Act of 1930, as amended 
(19 U.S.C. 1565), and Part 112 of the Customs Regulations, as 
amended (19 C.F.R. 112), decided to revoke the customhouse cart- 
man’s license of Takashi Brian Uyeno, Number 3146, issued on De- 
cember 5, 1979, in the Honolulu District. 

This revocation becomes effective as of July 26, 1983. 

WILLIAM VON RAasB, 
Commissioner of Customs. 


(T.D. 83-153) 


Approval and discontinuance of consolidated aircraft bonds (air carrier blanket 
bonds), Customs Form 7605 


The following consolidated aircraft bonds have been approved or 
discontinued as shown below. The symbol “D” indicates that the 
bond previously outstanding has been discontinued on the month, 
day, and year represented by the figures which follow. “PB” refers 
to a previous bond, dated as represented by the figures in parenthe- 
ses immediately following, which has been discontinued. If the pre- 
vious bond was in the name of a different company or if the surety 
was different, the information is shown in a footnote at the end of 
the list. 

Dated: July 19, 1983. 
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Filed with district 
Date of director/area 


approval 


Date term 


Name of principal and surety epeearainta | 
i 


~ ee —— r 
| | 

| 

| 

| 


Lineas Aerea de Cobre, S.A., A/K/A | July 8, 1983 | July 8,1983 | New York Seaport 
Ladeco de Chile, One Biscayne | $100,000 
Tower, Suite 2680, Miami, FL; | | 
American Casualty Company of | | 
Reading PA. 

The foregoing principal has been desig- | 
nated as a carrier of bonded mer- | 
chandise. | 


July 7,1983 | J.F.K. Airport, NY 


Venezuelan International Airlines | May 24, 1983 | 
$100,000 


| 

} 

| 

| 

(VIASA), 1401 Brickell Ave., Miami, | | 

FL; American Casualty Co. of Read- | 

ing, PA. | | 

(PB 3/25/82) D 5/23/83 } } 
| 
The foregoing principal has not been | 
designated as a carrier of bonded | 


merchandise. 
| 





1 Surety is Peerless Ins. Co. 


BON-3-01 
MariLyn G. Morrison, 
Director, 
Carriers, Drawback and Bonds Division. 





U.S. Customs Service 
Proposed Rule 


19 CFR PART 6 


Withdrawal of Proposed Customs Regulations Amendments To 
Establish Fees for Commercial Aircraft 


AGENCY: U.S. Customs Service, Department of the Treasury. 
ACTION: Withdrawal of proposed rule. 


SUMMARY: This document withdraws the proposed amendments 
to the Customs Regulations to establish fees to be charged and col- 
lected for specific services provided by Customs officers to commer- 
cial aircraft. That proposal would have amended the Customs Reg- 
ulations to authorize Customs to establish a schedule for commer- 
cial aircraft fees and provide for periodic publication of a revised 


schedule to reflect increased costs. 
DATE: Withdrawal effective July 21, 1983. 


FOR FURTHER INFORMATION CONTACT: Kevin P. Cummings, 
Office of Inspection and Control (202-566-2147), U.S. Customs Serv- 
ice, 1301 Constitution Avenue, NW., Washington, D.C. 20229. 


SUPPLEMENTARY INFORMATION: On May 27, 1982, Customs 
published a notice in the Federal Register (47 FR 23182), proposing 
to establish by regulation a new schedule of fees to be charged and 
collected for specific services provided by Customs officers to com- 
mercial aircraft. Specifically, the document invited the public to 
comment on a proposal to amend Part 6, Customs Regulations (19 
CFR Part 6), by adding a new section 6.26 to authorize the Customs 
Service to establish a schedule for commercial aircraft fees. It also 
provided that a General Notice would be published in the Federal 
Register and Customs Bulletin periodically to revise the fees to re- 
flect changes in the rate of compensation paid to the Customs offi- 
cers performing the service. 

The public was invited to submit comments on or before July 26, 
1982. The numerous comments received in response to the notice 
were consistently negative. Commenters based their objections 
upon legal, operational, economic, and administrative consider- 
ations. 
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After consideration of the comments received, and upon further 
review of the matter, it has been determined to withdraw the pro- 


posal. 


DRAFTING INFORMATION 


The principal author of this document was Charles D. Ressin, 
Regulations Control Branch, Office of Regulations and Rulings, 
U.S. Customs Service. However, personnel from other Customs of- 
fices participated in its development. 


EDWARD F. Kwas, 
Acting Commissioner of Customs. 


Approved: June 14, 1983. 
JOHN M. WALKER, Jr., 
Assistant Secretary of the Treasury. 


[Published in the Federal Register, July 21, 1983 (48 FR 33317)] 





U.S. Customs Service 


General Notice 


19 CFR Parts 19, 144 


Advance Notice of Proposed Customs Regulations Amendments 
Relating to Duty-Free Stores 


AGENCY: U.S. Customs Service, Department of the Treasury. 
ACTION: Advance notice of proposed rule. 


SUMMARY: This document gives the public advance notice that 
Customs has under consideration various actions in regard to the 
administration of duty-free stores. Those actions range from the 
regulatory project to designate duty-free stores as a new class of 
Customs bonded warehouse with revised procedures, to outright 
abolition of duty-free stores. Customs believes that a reappraisal of 
duty-free stores is necessary to increase the overall efficiency of 
Customs administration and address enforcement problemis associ- 
ated with the stores. This document requests comments from inter- 
ested parties on the several actions under consideration, as well as 
on duty-free store operations in general. 


DATE: Comments must be received on or before Sept. 19, 1983. 


ADDRESS: Comments (preferably in triplicate) may be addressed 
to the Commissioner of Customs, Attention, Regulations Control 
Branch, Room 2426, U.S. Customs Service, 1301 Constitution 
Avenue, NW., Washington, D.C. 20229. 


FOR FURTHER INFORMATION CONTACT: John R. Holl, Cargo 
Enforcement and Facilitation Division, U.S. Customs Service, 1301 
Constitution Avenue, NW., Washington, D.C. 20229 (202-566-5354). 


SUPPLEMENTARY INFORMATION: 


BACKGROUND 


A “duty-free store” is a Customs bonded warehouse operating 
under special procedures in which a variety of merchandise is of- 
fered for sale without the payment of Customs duties and taxes. 
The merchandise is sold to travellers on the condition that it will 
be used by them after exportation from the United States. Customs 


oO 
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duties and taxes will be assessed on the merchandise if it is re- 
turned, i.e, re-imported, into this country. Duty-free stores were 
first established at airports in the United States and on the land 
borders with Mexico and Canada in the early 1960’s with the ex- 
press purpose of providing duty and tax-free merchandise for the 
personal use abroad of individuals about to leave the country. 
These stores continue to service individuals who purchase items for 
their personal use abroad, following long-established administrative 
procedures tailored to accommodate that type of sale. 

It is important to note that duty-free stores are not specifically 
mentioned in either statute or the Customs Regulations. Those 
stores were created by Customs interpretation of several provisions 
of law relating to bonded warehouses (19 U.S.C. 1555, 1557, 1562), 
and have been administered through internal directives and other 
Customs issuances. They exist as bonded warehouses, albeit with 
certain procedures that are not generally applicable to other 
bonded warehouses, e.g., after a blanket withdrawal from ware- 
house, merchandise may be manipulated into packaged units for 
export by individuals under appropriate controls. 

There are now 125 duty-free stores in operation throughout the 
United States; 43 on the Canadian border, 33 on the Mexican 
border, and 49 at airports. There are no “duty-free stores,” as de- 
fined above, in operation aboard cruise or other vessels and air- 
craft, because duty and tax-free sales of merchandise may be made 
to individual passengers from “vessel supplies,’ pursuant to the ex- 
emption contained in sections 309, 317, and 446, Tariff Act of 1930, 
as amended (19 U.S.C. 1309, 1817 and 1446). 

Precise information on the economic impact of duty-free stores is 
lacking because Bureau of the Census foreign trade statistics are 
provided for all bonded warehouses, with no breakout for duty-free 
stores. However, it is apparent that the duty-free store at Honolu- 
lu, Hawaii, contributes significantly to the State economy, whereas 
stores on the Mexican border impact correspondingly on local 
economies, Mexican and domestic. 

As part of Customs overall program of increasing its efficiency of 
operation, a reduction in the staffing commitment to bonded ware- 
houses has been implemented by the audit-inspection procedures 
set forth in T.D. 82-204, published in the Federal Register on No- 
vember 1, 1982 (47 FR 49355). However, that amendment did not 
encompass some 40 positions for the supervision of exports from 
duty-free stores. In addition, 15 staff-years are expended on ancil- 
lary duty-free store functions, such as entry processing, audits, and 
inspections on a spot-check basis. In line with the program de- 
scribed above, Customs would like to reduce even further the staff- 
ing commitment to bonded warehouse transactions relating to 
duty-free stores. 

Over the years, duty-free stores have presented problems—en- 
forcement, legal, and political—to Customs and the general public 
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which Customs believes could be dissipated if duty-free stores were 
operated under more stringent controls. Of course, those same 
problems, at least in relation to stores, could be eliminated com- 
pletely if stores were abolished. Some of the principal problems 
posed by duty-free stores are the following: 

1. Smuggling of goods into other countries, illegal re-entry (diver- 
sion) of goods into United States; loss of sales by domestic retailers 
and loss of revenue to states and the Federal Government. 

These problems, while significant individually, are closely inter- 
related and will be treated together for that reason. Customs has 
discovered that duty-free shops, especially on the United States- 
Mexican border, have become major wholesale suppliers of certain 
goods, using the procedures designed to effect small, personal use 
sales to individuals. Moreover, a substantial quantity of that mer- 
chandise purchased in duty-free stores is introduced into Mexico il- 
legally without the payment of Mexican Customs duties, then 
smuggled back into the United States to be entered into the com- 
merce of this country without payment of United States duties and 
taxes. The result is a substantial loss of revenue to retailers, state 
governments, and the United States. 

The smuggling of duty-free store merchandise into Mexico is an 
issue of particular delicacy to, and of constant concern between, 
the governments of the United States and Mexico. A joint landing 
certificate (proof of exportation) program was instituted in 1973 
and fortified in 1979 (T.D. 79-1) to dispel the problem, but the il- 
legal activity has continued through avoidance of the landing cer- 
tificate requirement. It is possible that Customs may have to 
strengthen further landing certificate requirements to hamper 
smuggling, although at an increased paperwork burden to the 
agency and exporters. 

The associated difficulty of the illegal re-introduction or diver- 
sion of duty-free merchandise into the United States is more acute 
at land border points than at airports. In some Mexican border 
communities, the smuggling of cigarettes, alcoholic beverages, and 
luxury items purchased from duty-free stores back into the Uniteu 
States is a constant source of friction between Customs and retail 
merchants (and their political supporters). This is apart from the 
need for Customs to devote an otherwise unnecessarily large com- 
plement of officers to supervise delivery and exportation of duty- 
free store merchandise. 

By definition, sales of merchandise made by duty-free stores are 
sales lost to retailers, and are made without collection of any state 
or Federal duties or merchandise taxes. Retail liquor and cigarette 
dealers located in proximity to a land border complain that sales of 
duty-free store merchandise “unfairly” reduce their sales and prof- 
its. When that same duty-free merchandise is smuggled back into 
the United States and sold at sharply reduced prices, the twice-lost 
sale exacerbates the retailer’s competitive disadvantage. In addi- 
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tion, revenue loss to border states and the Government occurs in 
each instance of smuggling. 

2. Disputes over duty-free stores operating rights. In many cases, 
the very limited space available for the operation of duty-free 
stores, including delivery, is controlled by public or quasi-public au- 
thorities. Customs approves or denies bonded warehouse applica- 
tions, which gives the agency substantial control over establish- 
ment of any duty-free store. Therefore, Customs often becomes em- 
broiled in legal disputes over operating rights between prospective 
stores, existing stores, and public authorities. Customs does not 
want to be subjected to political pressure nor be subject to unfavor- 
able court decisions which might inadvertently allow a duty-free 
store operation of dubious integrity. 

3. Complaints of purchasers of duty-free store merchandise. Al- 
though Customs does not regulate the sales practices and pricing of 
duty-free stores, formal authorization of their operation does result 
in Customs being drawn into consumer disputes which may tend to 
reflect unfavorably on the Government, particularly at airport 
stores. Due to the captive market of departing passengers at air- 
ports, some stores take advantage of the “duty-free” image of the 
merchandise they sell, and price that merchandise at retail market 
value or higher. When that pricing policy is discovered by their 
customers, ill-will is engendered toward everyone involved with the 
stores. This problem has attracted the interest of state and Federal 
authorities in regard to possible antitrust violations. These authori- 
ties, in turn, are inclined to alleviate the situation by encouraging 
increased competition, i.e, more stores, thus further straining al- 
ready limited space and placing an even greater burden on Cus- 
toms budget and personnel resources. 

All of the above problems militate for decisive Customs action to 
ensure to the greatest extent possible that no further diversion of 
merchandise occurs, and to curtail the use of scarce Customs re- 
sources to resolve avoidable difficulties. 


CoursEs OF ACTION UNDER CONSIDERATION 


Customs has under consideration various courses of action which 
would alter significantly the current administration and status of 
duty-free stores. 

1. Abolition. 

a. Total. An alternative to increased regulation is the outright 
abolition of the “duty-free store,” which is solely a creature of in- 
ternal Customs directives. That action would eliminate the prob- 
lems duty-free stores have posed for Customs and the public. 

b. Partial. Another alternative to more stringent regulation of 
duty-free stores, or abolition of all stores, would be for Customs to 
determine to attack the most pressing problem—smuggling of duty- 
free store merchandise—and abolish only stores located on land 
borders where smuggling is rife; leaving duty-free stores at airports 
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to operate under modified procedures. Customs could then proceed 
to devote increased attention to the type of legal and public rela- 
tions problems primarily involving airport stores. 

2. Location. A second alternative would be to limit the applica- 
tion of Customs resources to duty-free stores by permitting the 
stores only in locations where the merchandise can be delivered to 
purchasers beyond the exit point from the United States, i.e., the 
point beyond which the purchaser has no practical alternative but 
to proceed into another country and can re-enter the United States 
only through a Customs inspection station. This would allow the 
elimination of an estimated 40 Customs positions. It would un- 
doubtedly result in the elimination of some airport and land border 
duty-free stores in locations where it is not logistically feasible to 
provide delivery beyond the exit point. It could also have an ad- 
verse economic effect on some border communities presently expe- 
riencing difficulties as a result of problems besetting the Mexican 
economy. 

3. Increased Regulation. If Customs ultimately determines to con- 
tinue the existence of the duty-free store, the question then be- 
comes to what extent does the agency wish to regulate the store 
activity. Customs already regulates the stores by law as part of its 
overall bonded warehouse program. However, the special nature of 
the stores and their procedures has become increasingly difficult to 
“contain” within the other categories of bonded warehouses. It is 
clear from the serious nature of the smuggling described above and 
its economic consequences, that Customs is impelled to institute ad- 
ditional controls in this area. 

A regulatory project could be initiated to provide for a compre- 
hensive incorporation of duty-free store operating procedures into 
the Customs Regulations, beginning with Customs formal recogni- 
tion, and specific designation of the duty-free store as a new class 
of Customs bonded warehouse. Existing administrative procedures 
will have to be structured to reduce Customs staffing requirements 
in accord with the audit-inspection procedures recently applicable 
to all other bonded warehouses. 

The goals to be achieved by such a project to increase Customs 
regulation of duty-free stores are a curtailment of illegal activities, 
a concomitant increase in revenue, and a reduction in Customs 
staffing needs. 


CoMMENTS 


Customs invites written comments (preferably in triplicate) from 
all interested parties on the possible courses of action regarding ad- 
ministration of duty-free stores that Customs is considering, or on 
other alternatives that Customs should consider. 

Comments submitted will be available for public inspection in ac- 
cordance with section 103.11(b), Customs Regulations (19 CFR 
103.11(b)), during regular business days between the hours of 9:00 
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a.m. and 4:30 p.m. at the Regulations Control Branch, Room 2426, 
U.S. Customs Service, Headquarters, 1301 Constitution Avenue, 
NW., Washington, D.C. 20229. 


EXECUTIVE ORDER 12291, REGULATORY FLEXIBILITY ACT 


Any proposal! developed from this advance notice may result in a 
regulation which is a “major rule” as defined by section 1(b) of Ex- 
ecutive Order 12291. Therefore, a preliminary and final regulatory 
impact analysis may be necessary. 

Any proposal may have a significant economic impact on a sub- 
stantial number of small entities. Therefore, the provisions of the 
Regulatory Flexibility Act relating to preparing an initial and final 
regulatory flexibility analysis (5 U.S.C. 603, 604), may be applica- 
ble. 

Customs is in the process of determining whether any analysis 
within the purview of E.O. 12291 and/or the Regulatory Flexibility 
Act is indeed necessary. If it is decided to proceed with this matter, 
the notice of proposed rulemaking will contain the appropriate 
analysis, or a statement of certification that the analysis is not 
required. 


AUTHORITY 


This document is issued under authority of R.S. 251, as amended, 


sections 556, 565, 628, and 624, 46 Stat. 748, 747, 759, as amended 
(19 U.S.C. 66, 1556, 1565, 1623, 1624). 


DRAFTING INFORMATION 


The principal author of this document was Todd J. Schneider, 
Regulations Control Branch, Office of Regulations and Rulings, 
U.S. Customs Service. However, personnel from other Customs of- 
fices participated in its development. 

WILLIAM VON RAAB, 
Commissioner of Customs. 


Approved: July 5, 1983. 
JOHN M. WALKER, Jr., 
Assistant Secretary of the Treasury. 


[Published in the Federal Register, July 19, 1983 (48 FR 33318)] 





U.S. Court of Appeals for the 
Federal Circuit 


(Appeal No. 82-2) 


SSIH EquipMent S.A., APPELLANT, v. UNITED STATES INTERNA- 
TIONAL TRADE COMMISSION and STEWART-WARNER CORPORATION, 
APPELLEES 


(Decided: July 15, 1983) 


Before Rich, Davis, KasHrtwa, SmitTH, and Nies, Circuit Judges. 

Nigs, Circuit Judge. 

SSIH Equipment S.A. (SSIH) appeals from the final determina- 
tions of the United States International Trade Commission (Com- 
mission) in Investigation No. 337-TA-75, Certain Large Video 
Matrix Display Systems and Components Thereof, under section 
337 of the Tariff Act of 1930, as amended (19 U.S.C. § 1337 (1976 
and Supp. IV. i980)) (hereafter § 337), which prohibits unfair meth- 
ods of competition in the importation of articles into the United 
States. 

The Commission determined that there was a violation of § 337 
because SSIH had imported and installed a stadium scoreboard for 
the Milwaukee Brewers Baseball Club, Inc., which infringed cer- 
tain United States patents owned by Stewart-Warner. USITC Pub. 
No. 1158, 213 USPQ 475 (1981). An exclusion order currently bars 
importation of scoreboards which infringe only one of these pat- 
ents, U.S. Patent No. 3,594,762. 

Our jurisdiction over this appeal is found in the Federal Courts 
Improvement Act of 1982. 28 U.S.C. § 1295(a\(6). We reverse in part, 
vacate the order, and remand. 


I 


The subject investigation was instituted on December 17, 1979, 
by the Commission on the basis of a complaint filed by Stewart- 
Warner Corporation (S-W). The complaint alleged that SSIH vio- 
lated § 337! by virtue of infringement of certain claims in U.S. 


119 U.S.C. § 1337 (1976 and Supp. IV 1980) provides, in pertinent part: 
§ 1337. Unfair practices in import trade. 
(a) Unfair methods of competition declared unlawful. 
Continued 
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Patent Nos. 3,495,762; 3,941,926; and 4,009,335 ('762, ‘926, and ‘335 
patents, respectively).2 Specifically, S-W alleged that the following 
25 claims were being infringed: 


The '762 patent—Claims 10, 12 

The '926 patent—Claims 1 through 5 

The ‘335 patent—Claims 1 through 6, 10, 11, 16 through 21 
and 27 through 30. 


Unfair methods of competition and unfair acts in the importation of articles into the United States, or in 
their sale by the owner, importer, consignee, or agent of either, the effect or tendency of which is to destroy 
or substantially injure an industry, efficiently and economically operated, in the United States, or to pre- 
vent the establishment of such an industry, or to restrain or monopolize trade and commerce in ‘the United 
States, are declared unlawful, and when found by the Commission to exist shall be dealt with, in addition to 
any other provisions of law, _ as provided in this section. 

(b) Investigation of viol by Ci ; time limits. 

(1) The Commission shall investigate any alleged violation of this section on complaint under oath or upon 
its initiative. 

* 





* . * . * * 


(2) During the course of each investigation under this section, the Commission shall consult with, and 
seek advice and information from, the Department of Health and Human Services, the Department of Jus- 
tice, the Federal Trade Commission and such other departments and agencies as it considers appropriate. 

(c) tiie review. 

Commission shall determine, with respect to each investigation conducted by it under this section, 
whether or not there is a violation of this section. Each determination under subsection (d) or (e) of this 
section shall be made on the record after -.vtice and opportunity for hearing in conformity with the provi- 
sions of subchapter II of chapter 5 of title 5. All legal and equitable defenses may be presented in all cases. 
Any person adversely affected by a final determination of the Commission under subsection (d), (e), or (f) of 
this section may appeal such determination to the United States Court of Customs and Patent Appeals for 
cee in a with chapter 7 of title 5. Notwithstanding the foregoing provisions of this su ion, 

de inations under subsections (d), (e), and (f) of this section with respect to its findin 
a public health and welfare, competitive conditions in the United States economy, the production of like 
or directly competitive articles in the United States, and United States consumers, the amount and nature 
of bond, or the appropriate remedy shall be reviewable in accordance with section 706 of title 5. 

(d) Exclusion of articles from entry. 

If the Commission determines, as a result of an investigation under this section, that there is violation of 
this section, it shall direct that the articles concerned, imported by any person violating the provision of 
this section, be excluded from entry into the United States, unless, after considering the effect of such exclu- 
sion I the public health and welfare, competitive conditions in the United States economy, the produc- 
tion of like or directly competitive articles in the United States, and United States consumers, it finds that 
such articles should not be excluded from entry. The Commission shall notify the Secretary of the Treasury 
of its action under this subsection directing such exclusion from entry, and upon receipt of such notice, the 
Secretary shall, through the proper officers refuse such entry. 

(e) Exclusion of articles from entry during investigation except under bond. 

* * * * * 





(f) Cease and desist orders; civil penalty for violation of orders. 


(g) Referral to President. 
(1) If the Commission determines that there is a violation of this section, or that, for purposes of subsec- 
tion (e) of this section, there is reason to believe that there is such a violation, it shall— 
(A) Publish such determination in the Federal Register, and 
(B) Transmit to the President a copy of such determination and the action taken under subsection (d), 
“ or (f) of this section, with respect thereto, together with the record upon which such determination 


21 If, before the close of the 60-day period beginning on the day after the day on which he receives a copy 
of such determination, the President, for policy reasons, disapproves such determination and notifies the 
Commission of his disapproval, then, effective on the date of such notice, such determination and the action 
taken under subsection (d), (e), or (f) of this section with respect thereto shall have no force or effect. 

(3) Subject to the provisions of paragraph (2), such determination shall, except for purposes of subsection 
(c) of this section, be effective upon publication thereof in the Federal Register, and the action taken under 
subsection (d), (e), or (f) of this section, with respect thereto shall be effective as provided in such subsec- 
tions, except that articles directed to be excluded from entry under subsection (d) of this section or subject 
to a cease and desist order under subsection (f) of this section shall be entitled to entry under bond deter- 
mined by the Commission and prescribed by the Secretary until such determination becomes final. 

(4) If the President does not disapprove such determination within such 60-day period, or if he notifies the 
pine pee before the close of such period that he approves such determination, then, for purposes of para- 

—_ (3) and subsection (c) of this section such determination shall become final on the day after the close of 
such period or the day on which the President notifies the Commission of his approval, as the case may be. 

(h) Period of effectiveness. 

Except as provided in subsections (f) and (g) of this section, any exclusion from entry or order under this 
section shall continue in effect until the Commission finds, and in the case of exclusion from entry notifies 
the Secretary of the Treasury, that the conditions which led to such exclusion from entry or order no longer 
exist. 

19 U.S.C. § 1337 (Supp. V 1981) made no changes from the above. 

This court was substituted for the Court of Customs and Patent Appeals in § 337(c) by virtue of the Federal 
Courts Improvement Act of 1982, Pub. L. No. 97-164, § 163(a), 96 Stat. 25, 49 (1982). 

2 The ‘762 patent issued July 20, 1971, on an application filed March 27, 1967. The ‘335 patent issued February 
22, 1977, on an application filed August 6, 1973. The ‘926 patent issued March 2, 1976, on an application filed 
April 8, 1974. A fourth patent (No. 4,148,073) was alleged, but was later withdrawn on S-W’s motion. 
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The Commission unanimously determined that there was a viola- 
tion of § 337 in that the above claims were valid and, as asserted, 
were infringed by SSIH’s imported scoreboard. The Commission en- 
tered an exclusion order, in accordance with § 337(d),? on June 19, 
1981, and forwarded it to the President, as required under § 337(g).* 
This order barred importation of products which infringed “one or 
more claims” of the three patents. 

On July 16 and 17, 1981, the ‘926 and ‘335 patents were held in- 
valid in an infringement action to which SSIH was not a party. 
Stewart-Warner Corp. v. City of Pontiac, 213 USPQ 453 (E.D. Mich. 
1981).5 That decision is currently on appeal to the Sixth Circuit. 

On August 10, 1981, while the exclusion order was before the 
President, the Commission was made aware of the district court de- 
cision and modified its exclusion order to suspend “that portion of 
the order referring to the ‘926 and ‘335 patents, pending resolution 
of the [question of their] validity * * * on appeal.” 44 Fed. Reg. 
42217 (1981). 

The General Counsel of the United States Trade Representative 
notified the Commission on August 19, 1981, of the President’s deci- 
sion on the exclusion order as modified, stating that: 


We have received notice that the President has decided to 
take no action regarding the Commission’s determination in 
Investigation No. 337-TA-75, Certain, Large Video Matrix Dis- 
play Systems and Components Thereof. 


* * * * * * * 


The sixty day period provided for Presidential review of the 
Commission determination was not extended since the amend- 
ment made by the Commission did not alter the nature of the 
determination or the order materially. The exclusion order 
issued by the Commission following that investigation, there- 
fore becomes final automatically on August 19, 1981. 

SSIH filed a notice of appeal from both the order of June 19, 
1981, and the order of August 10, 1981.6 SSIH asserts, however, 
that only the order as modified is reviewable, and that the issues 
on appeal are limited to the findings related to the modified order. 
SSIH urges that the Commission erred in holding that the ‘762 
patent was valid and enforceable and was infringed by the SSIH 
imported scoreboard. It further argues that it has not caused any 
injury to S-W and that the public interest factors statutorily re- 


3 See n. 1, supra. 

* See n. 1, supra. 

5 The '762 patent was not in issue in the Pontiac case. S-W’s counsel conceded during oral argument of the 
instant appeal that the scoreboard constructed by American Sign & Indicator Co., which was claimed to infringe 
the claims of the '926 and ‘335 patents in the Pontiac case, did not embody the invention claimed in the ‘762 
patent. 

6 SSIH filed a separate appeal from the denial of a motion to reopen proceedings to consider newly discovered 
evidence. See SSIH Equip. S.A. v. USITC, 673 F.2d 1387, 213 USPQ 529 (CCPA 1982) (Petition for writ of manda- 
mus denied). SSIH subsequently amended its notice of appeal to include the denial of that motion in this appeal. 
In view of our disposition of this appeal, the denial of that motion need not be considered. 
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quired for a determination of a remedy under § 337(d) preclude is- 
surance of the order. 

S-W argues that the original June 19, 1981 order is the only 
final appealable order and asks that we affirm the conclusions of 
validity, infringement, and enforceability of all three patents and 
all other conclusions supporting that order. 

The Government endorses the position of SSIH that only the 
order as modified is reviewable, but opposes SSIH on all other 
issues with respect to the correctness of the exclusion order based 
on the ‘762 patent. 

SSIH and the Government both maintain that the '926 and '335 
patents remain in the case only for the purpose of evaluating 
whether S-W was guilty of inequitable conduct. 


II 


The initial question is what issues are properly before us. S-W 
urges that the order of June 19, 1981, is the only exclusion order 
sent to the President and that after 60 days, since the President 
did not disapprove it, all of the findings and conclusions underlying 
that order became final for purposes of appeal by SSIH. In S-W’s 
view, the order of August 10, 1981, did not affect the finality of the 
June 19, 1981 order; rather the later order merely stayed the date 
when the first will become operative. 

SSIH and the Government argue that the August 10, 1981 order 
in part nullified the order of June 19, 1981, and only the findings 
and conclusions which support the more limited exclusion order 
are subject to review by this court at this time. We agree. 

In reaching our conclusion, we have first considered the authori- 
ty of the Commission to modify an exclusion order before Presiden- 
tial action during the 60 day period provided for such review. 

Under the statute, § 337(h),7 the Commission is specifically au- 
thorized to terminate the effectiveness of an exclusion order when 
the Commission finds that the conditions which led to exclusion no 
longer exist. S-W argues that this provision does not apply here be- 
cause the order of June 19, 1981, was not “effective” until after the 
Presidential review period expired. S-W confuses the “effective- 
ness” of a determination with its “finality.”” While Commission de- 
terminations are not final for purposes of appeal to this court until 
the review period has run, they are otherwise “effective upon pub- 
lication * * * in the Federal Register.” Section 337(g)(2). During 
the Presidential review period, products are in fact excluded from 
entry except under bond. Hence, on June 24, 1981, when the Com- 
mission’s order was published in the Federal Register (46 Fed. Reg. 
32694), the power to terminate arose under § 337(h). 

We also conclude that the requisite findings for nullifying the 
order with respect to the ‘926 and '335 patents were made. In its 


7 See n. 1, supra. 
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August 10, 1981 order, the Commission stated that it had reviewed 
the “transcript of the decision [in the Pontiac case]’ and “deter- 
mined * * * that * * * the exclusion order * * * should * * * op- 
erate only with respect to [the ‘762 patent].” (Italic added.) The 
Commission thus necessarily found that the conditions leading to a 
determination to exclude imports on the basis of infringement of 
claims of the ‘926 and ‘335 patents “no longer exist’. 

Such a finding could properly be premised on the holding of the 
Pontiac case. Blonder-Tongue Laboratories, Inc. v. University of IIli- 
nois Foundation, 402 U.S. 313 (1971). Moreover, the law is well set- 
tled that the pendency of an appeal has no effect on the finality or 
binding effect of a trial court’s holding. Deposit Bank v. Frankfort, 
191 U.S. 499 (1903). See also 18 C. Wright, A. Miller & E. Cooper, 
Federal Practice and Procedure § 4433 (1981). That rule is applica- 
ble to holdings of patent invalidity as well. Alamance Industries, 
Inc. v. Gold Medal Hosiery Co., 194 F. Supp. 538, 540, 129 USPQ 
219, 220 (S.D.N.Y. 1961). See also, H. Kaye, R. Lupo, and S. Lipman, 
The Jurisdictional Paradigm Between the United States Interna- 
tional Trade Commission and the Federal Courts, 64 JPOS 118, 
132-33 (1982). 

The Commission took the action of modifying its exclusion order 
on its own motion. We agree that such action was appropriate, 
given the nature of a § 337 investigation, which results in an order 
operative against goods and which is equally effective against those 
who participate as those who do not participate in the proceeding. 
Sealed Air Corp. v. USITC, 645 F. 2d 976, 985-86, 209 USPQ 469, 
477-78 (CCPA 1981). The Commission cannot assume a passive role 
once an exclusion order is issued. As stated in SSIH Equipment 
S.A. v. USITC, 673 F. 2d 1387, 1390, 213 USPQ 529, 531, n.8 (CCPA 
1982): 


[T]he Commission’s obligation [is] to be always concerned 
with the impact of its orders on the United States economy 
and consumers as well as its obligation to terminate orders. 


In view of the foregoing, we conclude that the Commission acted 
properly in issuing its August 10, 1981 order,® and that such action 
limited the appealable determination under § 337(d) to the validity 
of an exclusion order based solely on claims 10 and 12 of the ‘762 
patent. SSIH, whose goods were specifically held to be barred by 


8 S-W does not assert that an exclusion order could not be terminated in part. Such a position would raise 
only a formalistic, not substantive, objection. By practice, the Commission issues exclusion orders covering sever- 
al independent bases for exclusion of goods rather than separate exclusion orders for each. The multiple based 
approach was taken here in that goods infringing any one of the claims were excluded. Thus, in practical effect, 
the June 19 order may be thought of as separate orders on each claim, only two of which were not terminated 
on August 10. While the Commission’s order of August 10, 1981, was phrased in terms of “suspension” of a por- 
tion cf the earlier order, its effect was partial termination. We are not bound to consider it anything less be- 
cause of the words used. Cf. Rohm & Haas Co. v. USITC, 554 F.2d 462, 463, 193 USPQ 693, 694 (CCPA 1977) 
(Commission order granting motion to dismiss without prejudice held with prejudice) 

The dissent’s view that the Pontiac litigation could only be brought into the case as an affirmative defense of 
collateral estoppel by SSIH fails to appreciate that proceedings under § 337 are in the nature of investigations 
with only limited aspects of inter partes cases. Further, the issue of whether the Commission had to modify its 
order under Blonder-Tongue Labs., Inc. v. University of Illinois Foundation, 402 U.S. 313 (1971), is reserved. We 
hold only that there was a justifiable basis for the modification here. 


410-723 0 - 83 - 3 
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that order, is clearly adversely affected and may challenge the 
findings and conclusions on which it was based. 


Il 


Before addressing the merits of this appeal, it is necessary to 
clarify the standard of review. 

The Commission, relying on § 337(c), as amended by the Customs 
Courts Act of 1980, Pub. L. No. 96-417, § 604, 94 Stat. 1727, 1744 
(1980) (hereafter ‘(Customs Courts Act’’), and General Motors Corp. 
v. USITC, 687 F.2d 476, 215 USPQ 484 (CCPA 1982), cert. denied, 
103 S.Ct. 729 (1983), contends that all of the Commission’s factual 
findings are reviewable under the “substantial evidence standard.” 
SSIH argues for review under the less stringent “clearly errone- 
ous” standard which was previously applicable to appellate review 
of Commission decisions.® 

Section 337(c), as amended, applies to “civil actions commenced 
on or after [November 1, 1980]’, Pub. L. No. 96-417, § 701(b)(2), 94 
Stat. 1747, 3209 (1980). SSIH asks us to interpret “civil action” to 
include a Commission investigation. Since the instant investigation 
began before November 1, 1980, under SSIH’s view, the amend- 
ment does not affect this case. 

Civil actions, as that term is commonly understood, refers to pro- 
ceedings in court. It has been held, for example, that “a civil action 
is an adversary proceeding before a court of law; judicial review of 
a decision of an administrative agency is a civil action; a proceed- 
ing before the Commission is not a civil action.” Unnamed Physi- 
cian v. Commission on Medical Discipline, 400 A.2d 396, 401 (Md. 
1979). We believe “civil action” is intended to be so construed here 
and does not embrace the proceedings before the Commission. The 
burden of proof borne by SSIH during the investigation was not af- 
fected by the Customs Courts Act. We cannot accept that a party 
would not put forward its best case in anticipation of an easier 
road to reversal in the event it lost. Nor does SSIH assert that it 
had a right that a particular review standard be maintained. The 
question is merely one of statutory interpretation and the intent of 
Congress. From the language of the amendment we conclude that 
we are directed to apply the same standard of review to all appeals 
from Commission determinations after a certain date. Congress has 
chosen that date and we are not swayed from the conclusion that 
all appeals filed after November 1, 1980, are thus governed by 
§ 337(c), as amended. See, e.g., General Motors v. USITC, supra. Ac- 
cordingly, we will apply the substantial evidence test to factual 
findings on this appeal.!° We are not, of course, bound by the Com- 


® Standards of proof must be distinguished from standards of review. SSIH referred to “weight of the evi- 
dence” rather than “clearly erroneous” to identify the prior standard of review. However, as more fully ex- 
plained in this writer’s appended views, “weight of the evidence” is more appropriately used to identify a stand- 
ard of proof at the trial level, and we have, therefore, substituted “clearly erroneous” in its argument. 

10In Consolo v. Federal Maritime Comm'n, 383 U.S. 607, 619-20 (1966), the Supreme Court provided the fol- 
lowing exposition of the “substantial evidence” test: 


Continued 
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mission’s legal conclusions. See 5 U.S.C. § 706 (the reviewing court 
shall decide all relevant questions of law). Accord, General Motors 
v. USITC, supra. 


IV 
A 


The invention disclosed in the ‘762 patent is a system for display- 
ing information and images, especially on stadium scoreboards. A 
large number of incandescent lamps (“display devices’) are ar- 
ranged in rows and columns to form a matrix. By activating differ- 
ent light bulbs to form patterns, information such as team names 
and scores and black-and-white stick-figures can be displayed. 
Claims 10 and 12, the claims in issue, are directed to successive dis- 
plays of stick-figures to create an illusion of movement (animation). 

The large scoreboard matrix is comprised of elements, each of 
which contains rows of light bulbs. An element displaying the 
letter “T’’ would appear thus:*! 





® 
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We have defined “substantial evidence” as “such relevant evidence as a reasonable mind might accept as ade- 
quate to support a conclusion.” Consolidated Edison Co. v. Labor Board, 305 U.S. 197, 229 [1938]. “{Ijt must be 
enough to justify, if the trial were to a jury, a refusal to direct a verdict when the conclusion sought to be drawn 
from it is one of fact for the jury.” Labor Board v. Columbian Enameling & Stamping Co., 306 U.S. 292, 300 
[1939] [footnote omitted]. 

11 The representative displays shown throughout are really the reverse of the actual display. Where the bulb 
is off, it appears white in the drawings. Where the bulb is on, it appears black. The opposite effect is seen when 
the true display is viewed by the human eye. 





18 U.S. COURT OF APPEALS FOR THE FEDERAL CIRCUIT 


An element’s relationship to the overall display can be illustrated 
thus: 





NOOQOOOVO0UU0UOO 
OOQO0O0BUUU0000 
DUUOQOOOUUUO00O0 
UOOOOQOU000R000 





A control unit determines the on-off state of the light bulbs in 
each element. A particular on-off state is maintained until that ele- 
ment is again “addressed,” that is, the control unit selects that par- 
ticular element for a change in its on-off pattern. Once addressed, 
all bulbs in the element turn off. If there is data in the control unit 
presented for another display in that element, the appropriate 
bulbs will turn on to form the prescribed pattern. Each of the ele- 
ments in the scoreboard is conirolled in the above manner. Thus, 
to simulate a cheerleader, for example, the appropriate elements 
would be addressed and provided the necessary data to result in 
the following (Picture A) on a portion of the scoreboard: 


INSERT OFFSET FoLio 3A HERE 
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To achieve the appearance of animated motion, the position of the 
legs and arms can be made to change so that the next picture (Pic- 
ture B) would look like this: 
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Picture 3 
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By alternating between Picture A and Picture B, the cheerleader 
appears to move. By increasing the number of pictures the anima- 
tion can be made more complex. 

Because each element can be addressed separately, the system is 
characterized as having a “random accessing” feature in its pre- 
ferred mode of operation. As stated in the specification with regard 
to a series of pictures like the cheerleader examples above: 


For example, the animated cheerleader * * * may be dis- 
played by programming each of the figures * * * in individual 
frames one after the other in properly timed sequence. The in- 
dicator address and character display data for the complete 
first figure * * * is programmed * * * by using the proper 
codes for the individual indicator characters, spaces where in- 
dicators are blank and carriage returns for sequencing each 
row. A predetermined interval after the time for [the first] 
figure * * * data is programmed to cause the erasure of the 
figure in preparation for the display of [the next] figure * * *. 
A figure may be erased by addressing the necessary indicators 
followed by the data for a space * * *. The next figure * * * is 
programmed for the second frame, again followed by blanking 
in preparation for the third figure * * * for the complete car- 
toon. 

If desired the whole display need not be erased for each 
frame, but rather only the desired indicators by individually 
addressing and actuating the desired indicators. Thus, if only 
the arms of the [first figure] are to move the appropriate indi- 
cators only are addressed and the remaining indicators will 
stay lit during the sequence. [Italic added.] 


Thus, to go from Picture A, there are two options. The first (not 
random access) is to erase the entire display and to transmit the 
information necessary to display Picture B.. The second is to trans- 
mit information only to those elements which are necessary to 
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change from Picture A to Picture B. Whichever method is em- 
ployed, the above-quoted description makes clear that all of the 
data necessary to display Picture A is contained in a “frame” for 
the entire picture, while whatever data necessary to change Pic- 
ture A to Picture B is also contained in a “frame.” 

Such a “frame” refers to a “data frame” in a mass storage 
system, such as magnetic tape or paper tape. The specification dis- 
closes a mass storage system and one other temporary storage 
memory. The temporary storage memory is capable of storing no 
more data at one time than that associated with one element of the 
display matrix and acts as a buffer between the mass storage 
system and the display. 

In the embodiment where the system does not function in a 
“random access” mode, the control system will automatically cycle 
through every element of the display and activate the lights neces- 
sary for a particular display and on the next cycle it can change 
the display. In this embodiment, the mass memory does not hold 
data for address purposes. The internal system automatically keeps 
track of what element is being altered. This embodiment is the 
type of display which turns off the entire picture and redisplays 
rather than changing only individual elements. 


B 


Because of certain statements by the Commission on the effect of 
the statutory presumption of validity (85 U.S.C. § 282 !2) in connec- 
tion with claim 12, we will first address SSIH’s contention that 
claim 12 is invalid.1* SSIH argues that the invention claimed 
therein would have been obvious within the meaning of 35 U.S.C. 
§ 10314 in view of U.S. Patent No. 3,021,387 to Rajchman (Rajch- 
man). There is no dispute that Rajchman is available as prior art, 
nor does S-W disputes the Commission’s view that Rajchman is 
more relevant than the art cited by the examiner during the pros- 
ecution of the ‘762 patent application. 

The distinction between legal conclusions and factual findings 
with respect to evaluating assertions of obviousness was set forth 
in General Motors v. United States, 687 F.2d at 480, 215 USPQ at 
487-88: 


12 35 U.S.C. § 282 provides in pertinent part: 

A patent shall be presumed valid * * *. The burden of establishing invalidity of a patent or any claim 

thereof shall rest on the party asserting such invalidity. 
13 Claim 12 reads: 

A system for displaying an animated characterization made up of a sequence of visual display frames 
comprising a display board having display devices arranaged in addressable locations, a memory for storing 
coded address and display data in data frames pertaining to a desired pattern for each of said visual display 
frames, means for reading the coded address and display data in said data frames from said memory in 

q' means responsive to the coded address data from said memory for preparing the addressed display 
devices and means responsive to the display data from said memory for actuating the addressed display 
devices to form the patterns of each frame. 

14 35 U.S.C. § 103 provides: 

A patent may not be obtained though the invention is not identically disclosed or described as set forth in 
section 102 of this title, if the differences between the subject matter sought to be patented and the prior art 
are such that the subject matter as a whole would have been obvious at the time the invention was made to 
a person having ordinary skill in the art to which said subject matter pertains. Patentability shall not be 
negatived by the manner in which the invention was made. 
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In Stevenson v. USITC, 67 CCPA 109, 112, 612 F.2d 546, 549, 
204 USPQ 276, 279 (1979), this court stated: 
Obviousness is a legal conclusion based on factual evi- 
dence, Graham v. John Deere Co., [883 U.S. 1 (1966)], * * * 
and not a factual determination. 


The factual determinations from which to draw the conclu- 
sion of obviousness were set out by the Supreme Court in 
Graham v. John Deere Co., 383 U.S. 1, 17 (1966): 

Under § 103, the scope and content of the prior art are to 
be determined; differences between the prior art and the 
claims at issue are to be ascertained; and the level of ordi- 
nary skill in the pertinent art resolved. 


The Commission stated in adopting the recommended determina- 
tions of the ALJ: 


The Rajchman patent discloses a mural image reproducer for 
displaying television pictures utilizing a pair of storage circuits 
alternately operated to supply video pulses to different rows of 
luminescent cells. There is more than an insubstantial differ- 
ence between Rajchman and claim 12, however, in that Rajch- 
man does not teach a memory for displaying data in data 
frames pertaining to a desired pattern. R.D. finding of fact 61. 
The presumption of validity of claim 12 is thus weakened by 
the failure of the examiner to consider the most relevant prior 
art—the Rajchman patent—but it is not overcome. Id. 59, 63. 
There are differences between claim 12 and Rajchman. More- 
over, respondents adduced little or no evidence that claim 12 
would have been obvious to one skilled in the art at the time. 
Id. 62-68. In the absence of clear and convincing evidence of 
invalidity, doubt must be resolved in favor of the patentee. We 
therefore find claim 12 of the ‘762 patent valid. 


213 USPQ at 480 (emphasis added). 

Contrary to the Commission’s statement, the presumption of va- 
lidity was not altered by introduction of Rajchman, even though it 
was more relevant prior art. The presumption of validity afforded 
by 35 U.S.C. § 282 does not have independent evidentiary value. 
Rather the presumption places the burden of going forward, as well 
as the burden of persuasion, upon the party asserting invalidity. 
Solder Removal Co. v. USITC, 582 F.2d 628, 199 USPQ 129, 133 
(CCPA 1978). We do not agree that the presumption is affected 
where prior art more revelant than that considered by the examin- 
er is introduced. Rather the offering party is more likely to carry 
its burden of persuasion with such evidence. Solder Removal Co. v. 
USITC, 582 F.2d at 632-32, 199 USPQ at 133. 

With respect to the Commission’s statement that there must be 
“clear and convincing evidence of invalidity” (our emphasis), we 
find it inappropriate to speak in terms of a particular standard of 
proof being necessary to reach a legal conclusion. Standard of proof 
relates to specific factual questions. While undoubtedly certain 
facts in patent litigation must be proved by clear and convincing 
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evidence, Radio Corp. v. Radio Laboratories, 293 U.S. 1 (1934), the 
formulation of a legal conclusion on validity from the established 
facts is a matter reserved for the court. As a reviewing court, this 
court must determine not only that the facts on which a judgment 
of validity or invalidity was based were satisfactorily established, 
but also whether those facts form an adequate predicate for the 
legal conclusion ultimately made. 

With respect to claim 12 which SSIH asks us to hold invalid, 
there is no evidence of record on which to base that conclusion. 

Claim 12 is directed to a scoreboard incorporating the random 
access feature capable of changing only a particular element. The 
limitation around which the parties concentrate their arguments 
pertains to the memory: 


A memory for storing coded address and display data in data 
frames pertaining to a desired pattern for each of said visual 
display frames * * *. [Italic added.] 


During prosecution, the patentee amended claim 12 to specify that 
the data to be stored must be both address data to determine what 
part of the display is to be affected, i.e., the element, as well as the 
data which controls the pattern to be displayed for the entire pic- 
ture or all parts to be changed. Moreover, the patentee specifically 
urged that storage of both address and display data was a basis for 
distinguishing over art cited by the examiner in originally rejecting 
claim 12. Thus, claim 12 is directed to a randomly accessible dis- 
play system wherein the memory stores both the address data cor- 
responding to the location of the element to be affected in a display 
and the data for what change must be made. 

Rajchman discloses neither a memory capable of storing more 
than part of a total picture nor any manner of storing address 
data. Rajchman simply stores a part of a video signal in a memory 
whose contents are continually changed to correspond to the por- 
tion of the picture to be displayed. The operation of Rajchman is so 
rapid that an entire picture is viewed even though the whole pic- 
ture is not stored at any one time. Further, the selection of which 
portion of the picture to display is automatic and is sequenced to 
correspond with the normal scanning operation of a television 
camera, for example. Address data is simply irrelevant in this con- 
text. 

No prior art having been introduced to show both a memory ca- 
pable of storing whole frames, nor anything whatsoever to suggest 
“random accessing” display devices, it has not been shown that the 
invention in claim 12 would have been obvious. Accordingly, the 
Commission correctly refused to conclude that claim 12 is invalid. 


C 


With respect to infringement, the question of “what is the thing 
patented” is one of law, while the question “has that thing been 
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constructed [made], used or sold” by the alleged infringer is a fac- 
tual issue, Winans v. Denmead, 56 U.S. (15 How.) 329, 337 (1853), to 
be proved by a preponderance of the evidence. Decca Ltd. v. United 
States, 544 F.2d 1070, 1081, 191 USPQ 439, 448 (Ct. Cl. 1976). The 
Commission found that claim 12 was literally infringed by SSIH in 
the following terms: 


The SSIH invention nonetheless stores address data. Its 
memory constitutes a map of the display board, storing data at 
locations corresponding to the locations at which they are dis- 
played. Thus, there is literal infringement of the "762 patent. 
We reject SSIH’s file wrapper estoppel argument because we 
find literal infringement; infringement under the doctrine of 
equivalent [sic] is not at issue. 


213 USPQ at 484. From a review of the entire record, we find this 
conclusion unsupported by substantial evidence. Not only has the 
Commission erroneously ignored the prosecution history of claim 
12, which is always relevant to a proper interpretation of a claim, 
see Astra-Sjuco A.B. v. USITC, 629 F. 2d 682, 686, 207 USPQ 1, 5 
(CCPA 1980); Autogiro Co. of America v. United States, 384 F.2d 
391, 395-99, 155 USPQ 697, 701-04 (Ct. Cl. 1967), but also there is 
no evidence whatsoever to suggest that “coded address data’’ is ac- 
tually stored in the SSIH system. As intimated by the Commission, 
and as testified to by all of the experts, such address storage is, at 
most, implicit. Since claim 12 explicitly requires coded address data 
storage, a conclusion of literal infringement must fail. Hence, the 
Commission erred in stating that the doctrine of equivalents need 
not be considered. Since infringement cannot be found in the ab- 
sence of a finding of equivalence, we reverse the finding of in- 
fringement and remand for consideration of equivalence.!5 

The issue of the validity of claim 10 turns on whether the inven- 
tion claimed therein 1° “was described” by the disclosure in U.S. 
Patent No. 3,384,888 to Harnden et ai. (Harnden) within the mean- 
ing of 35 U.S.C. § 102(e).17 

To be an anticipating reference, Harnden must disclose each and 
every element of the claimed invention. Siraussler v. United States, 
339 F.2d 670, 671, 148 USPQ 443, 443-44 (Ct. Cl. 1964). See also In 


18 SSIH also urges that claim 12 is unenforceable because S-W’s attorneys failed to cite the Harnden patent 
to the examiner during prosecution. As Harnden is more relevant art, as discussed infra, this issue should also 
have been addressed by the Commission 

16 Claim 10 reads: 

A system for displaying an animated characterization comprising a display board made up of a plurality 
of display devices, a memory for storing multibit coded data in data frames pertaining to patterns for form- 
ing said animated characterization, means for reading said data frames from said memory in sequence in- 
cluding electric signal conductor means having a sufficient number of conductors to transmit said multibit 
coded data but substantially less than the number of display devices making up said display board, and 
means in receipt of the data signals on said conductor means for operating said display devices in accord- 
ance with said sequenced data frames. 

17 35 U.S.C. § 102(e) provides, in pertinent part: 

_A person shall be entitled to a patent unless— 

e * . 

the invention was described in a patent granted on an application for patent by another filed in : the 
United States before the invention thereof by the applicant for patent * 

S-W does not dispute that Harnden’s filing date of December 30, 1974, is before the mid-1975 date asserted by 
S-W as the earliest date by which the invention claimed was first conceived and that Harnden is, thus, a valid 
reference. 
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re Arkley, 455 F.2d 586, 172 USPQ 524 (CCPA 1972); Eastern Rotor- 
craft Corp. v. United States, 397 F.2d 978, 979, 154 USPQ 43, 44 (Ct. 
Cl. 1967). Thus, it was required that the Commission determine (1) 
what is the scope of the claim, i.e., what are all the elements of the 
claimed invention; and, (2) what does the reference disclose. '® 

The crucia! question respecting claim 10, around which the argu- 
ments of the parties center, is whether the following limitation 
found in claim 10 refers to the temporary (one-element) storage 
within the device or the mass storage system: 


A memory for storing multibit coded data in data frames 
pertaining to patterns for forming said animated characteriza- 
tions : 

From the analysis of the invention set forth in part IV, A, supra, it 
is manifest that the memory required by claim 10 is one that is ca- 
pable of storing several frames at one time and, thus, refers to a 
mass storage system as opposed to the temporary memory. This ap- 
pears to be the interpretation given by the Commission. 

Harnden discloses a travelling message sign, but one which can 
be made to appear to be stationary and can be used for animation. 
Harnden states: 


[T]he optical effect as viewed by an observer is that of a 
sudden presentation of a complete message which may occupy 
the entire length of the display sign * * * followed by another 
presentation of a complete message which may be identical to 
the first or changed therefrom in a predetermined manner. 


Only one column of information can be fed into the Harnden dis- 
play at a time. After the data for a column is fed into the sign, that 
data is “shifted” to the next column and new data is fed into the 
first column. To display animations, Harnden requires that Picture 
A be “shifted” into the display followed by shifting in Picture B. If 
the shifting is rapid enough, and all of the light bulbs are forced to 
remain in the off state while the data is being shifted in, the 
resultant display will be much like the claimed display. 

Harnden also discloses a memory 42 in which several columns of 
information may be temporarily stored. The Commission found 
that this memory is not a “mass memory,” but rather holds no 
more than the equivalent of data for one element in S-W’s dis- 
play.1° While we do not question the correctness of this finding, we 
do not agree that it is dispositive. 

The Commission (and the ALJ) wholly failed to take into account 
that Harnden also describes a mass storage system which utilizes, 
inter alia, magnetic tape or paper tape: 


The input information is supplied on a suitable recording 
medium and may include various types of coded tapes includ- 


18 The Recommended Determinations of the Administrative Law Judge (ALJ) and of the Commission are not 
clear or adequate. It is wholly insufficient to simply restate the language of the claims as findings. 
19 This memory is comparable to S-W’s temporary memory. 
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ing printed, punched, or magnetic punched or printed cards, 
magnetic core storage, or film. 


Since the limitation quoted from claim 10 requires only that the 
mass memory hold information necessary to display a series of sev- 
eral pictures (i.e., successive data frames), the conclusion is inescap- 
able that Harnden’s mass storage system also holds the data neces- 
sary for a series of several pictures to result in animation in the 
manner above described. Further, S-W does not argue that claim 
10 does not otherwise read on Harnden’s disclosure, nor do we 
think such an argument could be made. The major difference be- 
tween the disclosures of Harnden and the '762 patent resides in the 
manner by which the information is directed to the elements of the 
display (random vs. nonrandom access). That difference, however, 
does not appear in claim 10, and we cannot alter what the patentee 
has chosen to claim as his invention. Autogiro Co. of America v. 
United States, 384 F.2d at 396, 155 USPQ at 701, and cases cited at 
n.5.2° 

Harnden’s disclosure of a mass memory was totally ignored by 
the Commission. Since that memory is the only element said to be 
missing from the Harnden disclosure, the Commission’s conclusion 
that claim 10 is valid is reversed. 

SSIH asserts that one or more of the other patents originally as- 
serted by S-W were “procured through inequitable conduct” and 
that such activity also taints the ‘762 patent and renders it wholly 
unenforceable, citing Keystone Driller Co. v. General Excavator Co., 
290 U.S. 240, 245-47 (19388). 

The “inequitable conduct” is said to arise from a failure on the 
part of S-W to inform the patent examiner of certain acts alleged 
to constitute a possible on-sale bar under 35 U.S.C. § 102(b) 2! to all 
but the '/62 patent. This inequitable conduct is not said to have oc- 
curred in connection with procurement of the "762 patent. Rather, 
SSIH relies solely on the supposition that all of the patents are so 
interrelated that S-W’s “unclean hands” with respect to the later 
patents renders the '762 patent unenforceable. We reject this con- 
tention as a matter of law. 

The acts which are alleged to have taken place ail occurred after 
the ‘762 patent issued and do not deal with the invention claimed 
in the '762 patent. Moreover, the ‘762 patent issued almost three 
years before any of the other patents were applied for. 

Keystone Driller and its progeny would deny enforcement of the 
‘762 patent only if S-W were to have committed a fraud on the 


20 The dissent urges that we resort to the specification to “add-in” random accessing as a limitation. Such an 
approach would be fruitless where, as here, the specification discloses both random and nonrandom accessing as 
different embodiments of the same invention. Even the precedent cited by the dissent does not espouse the view 
that a disclosed embodiment may be disregarded in claim interpretation. 

21 35 U.S.C. § 102(b) provides: 

A person shall be entitled to a patent unless— 


The invention was patented or described in a printed publication i in this or a eunte country or in public 
use or o sale in this country, more than one year prior to the date of the application for patent in the 
United States * * * 
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Commission itself. See, e.g., Pfizer, Inc. v. International Rectifier 
Corp., 588 F.2d 180, 195, 190 USPQ 273, 286 (8th Cir. 1976), cert. 
denied, 429 U.S. 1040 (1977). Such a situation does not exist here. 
Therefore, the enforceability of the '762 patent is unaffected. 


VI 


The final issues raised by SSIH relate to injury to a domestic in- 
dustry and the public interest. 

The Commission’s findings in those areas relied heavily on the 
'335 and ‘926 patents and the technology contained therein. The 
video patents, as the parties refer to them, were the primary focus 
of the Commission’s inquiry. Such an inquiry is of no aid to us now 
where the only possible remaining basis for exclusion is the one 
claim (claim 12) which the SSIH and other competing scoreboards 
may not infringe, see n. 5, supra. Hence, upon remand the Commis- 
sion is directed to reevaluate the public interest and injury factors. 


CONCLUSION 


In view the foregoing, the June 19, 1981 order as modified by the 
August 10, 1981 order is vacated and the case is remanded for fur- 
ther proceedings in accordance herewith. 


REVERSED IN PART, VACATED, AND REMANDED 


Kasuiwa, Circuit Judge, joins parts III, IVA, IVC, IVD, V and 
VI. 
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BERNARD NEWMAN, Judge: 


Introduction 


This case presents several questions arising out of Presidential 
action taken under the Generalized System of Preferences (““GSP”’), 
a vitally important international trade program. By Titie V of the 
Trade Act of 1974 (88 Stat. 2066-2071, Pub. L. 93-618, i9 U.S.C. 
§ 2461 et seg.) Congress created the GSP which authorizes the 
President to provide duty-free treatment for any eligible article im- 
ported from any beneficiary developing country for the purpose of 
furthering the economic development of such country. Section 501 
of the Trade Act of 1974 (19 U.S.C. § 2461).! In this connection, 
India has been designated by the President as a beneficiary devel- 
oping country for purposes of Title V of the Trade Act of 1974 (see 
section 502 (19 U.S.C. § 2462)). It should also be mentioned at this 
juncture that under section 504 (19 U.S.C. § 2464)—the centerpiece 
of this litigation—the President may, or under certain circum- 
stances must, deny duty-free treatment under the GSP. 


BACKGROUND 


On January 24, 1977, the President placed buffalo leather on the 
list of articles eligible for duty-free treatment under the GSP (Ex- 
ecutive Order No. 11960, 42 FR 4317). Shortly thereafter, on Febru- 
ary 28, 1977, buffalo leather imported from India was excluded 
from duty-free treatment (Executive Order No. 11974, 42 FR 
11230A). On March 28, 1980, goat and kid leather, not fancy, were 
added to the list of GSP eligible articles, but imports of such arti- 
cles from India were excluded from duty-free entry by Executive 
Order No. 12204, 45 FR 20740. The latter Order also continued the 
denial of duty-free treatment for imports of buffalo leather from 
India. Finally, by Executive Order No. 12302 of April 2, 1981 (46 
FR 19901), the President continued the denial of duty-free treat- 
ment for imports of buffalo leather and goat and kid leather, not 
fancy, from India. 

Florsheim, a domestic manufacturer of footwear, imports buffalo 
leather and goat and kid leather, not fancy, from India for use in 
its products. In 1979, Florsheim filed a petition with the United 


! Hereinafter, all cited section numbers refer to Title V of the Trade Act of 1974. See also Headnote 3(c) of the 
General Headnotes and Rules of Interpretation, Tariff Schedules of the United States. 
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States Trade Representative (“USTR’”) requesting a separate cate- 
gory in the Tariff Schedules of the United States (“TSUS’) for 
water buffalo leather, and asking for the duty-free treatment of 
such leather from India under the GSP as allegedly no like or di- 
rectly competitive article was produced in the United States on 
January 3, 1975, the effective date of the Trade Act of 1974. By 
letter dated July 11, 1980, the USTR denied the petition since the 
USTR had determined that an article directly competitive with 
water buffalo leather was produced in the United States as of Jan- 
uary 3, 1975. 2 

In 1980, Florsheim filed another petition with the USTR request- 
ing duty-free treatment for water buffalo leather and also for goat 
and kid leather, not fancy, as allegedly no like or directly competi- 
tive article was produced in the United States on January 3, 1975. 
The second petition was denied on June 11, 1981 because the USTR 
found that there was domestic production of goat and kid leather, 
and that water buffalo leather, while not produced domestically, is 
directly competitive with calf leather. 

Having been unsuccessful in its petitions at the administrative 
level to obtain duty-free treatment under the GSP for water buffalo 
leather and for goat and kid leather, not fancy, Florsheim com- 
menced this action on April 19, 1982 (covering 122 entries) to 
review the denial of its protests by the United States Customs 
Service against the classification of buffalo leather and goat and 
kid leather, not fancy, imported from India as dutiable merchan- 
dise under items 121.55 and 121.62, TSUS. Plaintiff claims that the 
subject merchandise should have been classified as duty-free under 
items A121.55 and A121.62, TSUS. 

There is no dispute that this Court has subject matter jurisdic- 
tion under 28 U.S.C. § 1581(a). 

It is evident from the complaint that plaintiff's grievance lies in 
the President’s Executive Orders denying the subject merchandise 
duty-free treatment under the GSP. The gravamen of the com- 
plaint is that the President’s action was predicated upon section 
504(c\(1(B) (19 U.S.C. § 2464(c)(1)(B)), which in essence requires the 
President to deny duty-free treatment for GSP eligible articles im- 
ported from a beneficiary developing country if more than 50 per- 
cent of the appraised value of the total United States imports of 
such article during any calendar year are exported from that coun- 
try. The President must deny duty-free treatment respecting im- 
ported articles which meet this “competitive need formula’’, unless 
he makes certain additional findings specified by the statute. How- 
ever, the competitive need limitation specified in section 504(c\1)\(B) 
“does not apply” to imported articles if “no like or directly compet- 
itive article’ was produced in the United States on January 3, 
1975. Section 504(d). 


2 See 15 CFR Part 2007 et seq. 
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In substance, plaintiff alleges that the President’s action was 
ultra vires in denying duty-free treatment to the subject merchan- 
dise under the competitive need formula on the ground that the 
USTR erroneously determined under section 504(d) (based upon al- 
leged faulty fact-finding by the ITC) that articles like or directly 
competitive with the importations were produced in the United 
States on January 3, 1975. Plaintiff contends, therefore, that in 
taking action under section 504(c)(1)(B) the President failed to 
comply with section 504(d), and hence Customs incorrectly classi- 
fied the imported buffalo leather and the goat and kid leather as 
dutiable articles under items 121.55 and 121.62, TSUS. As previous- 
ly mentioned, planitiff seeks to have the entries reliquidated duty- 
free under items A1Z1.55 and A121.62, TSUS. 

Presently before us is defendant’s motion pursuant to Rule 
12(b\(5) of this Court’s rules to dismiss the action for failure to state 
a claim upon which relief can be granted. Defendant’s motion is 
based upon three grounds: 

(1) Florsheim lacks standing to seek review of the Presidential 
action challenged by the complaint; 

(2) The President acted within his delegated authority under sec- 
tion 504 in denying duty-free treatment to the merchandise in 
question; and 

(3) The President’s action was not subject to judicial review, 
except to insure conformity with the President’s delegated authori- 
ty and compliance with the procedural prerequisites to taking 
action. 


STANDING 


Defendant’s contention that plaintiff lacks standing to bring this 
action may be quickly disposed of. On this aspect of the case, de- 
fendant posits that Florsheim’s claim is based on sections 504(c)(1)(B) 
and 504(d), and that Florsheim is not within the “zone of interests” 
protected by those provisions. On that score, defendant insists that 
only domestic companies which produce goods competitive with the 
imported articles are protected by sections 504(c)(1(B) and 504d), 
and hence only such domestic companies that seek to compel the 
President to withdraw duty-free treatment under the competitive 
need formula (section 504(c)(1)(B)) could conceivably have standing 
to bring an action.* Defendant further relies upon the broad delega- 
tion of authority to the President under section 504(a) to withdraw, 
suspend, or limit duty-free treatment under the GSP as indicative 
that ‘Congress does not intend to protect entities aggrieved by loss of 
duty-free treatment” (Defendant’s memorandum, at 10). 

In support of its standing to bring the instant action, plaintiff 
relies primarily upon 28 U.S.C. § 2631(a), which reads: 


’ Defendant, however, does not concede that even domestic companies are entitled to judicial review of the 
President's action under section 504 





DECISIONS OF U.S. COURT OF INTERNATIONAL TRADE 31 


§ 2631. Persons entitled to commence a civil action. 

(a) A civil action contesting the denial of a protest, in 
whole or in part, under section 515 of the Tariff Act of 1930 
may be commenced in the Court of International Trade by 
the person who filed the protet pursuant to section 514 of 
such Act, or by a surety on the transaction which is the sub- 
ject of the protest. 


I have concluded that plaintiff, the importer and ultimate con- 
signee of the goods in question, whose protests against the duty as- 
sessments on the importations were denied by Customs under sec- 
tion 515 of the Tariff Act of 1930 (19 U.S.C. § 1515), has statutory 
standing to contest such denial under section 2631(a). Clearly, Flor- 
sheim has standing to claim entitlement to duty-free treatment of 
its importations under the GSP and challenge the classification 
and assessment of duties by Customs. 

The instant case is readily distinguishable from Colligan v. Ac- 
tivities Club of New York, Ltd., 442, F.2d 686 (2d Cir.), cert. denied, 
404 U.S. 1004 (1971), relied upon by defendant, wherein consumers 
sought to bring an action for alleged violations of the Lanham Act 
grounded on false descriptions or representations, and the Court, 
not surprisingly, determined that the statute conferred standing 
only on commercial entities. 

The short of the matter is that I disagree with defendant’s con- 
tention that the “zone of interests” test bars this plaintiff from 
seeking judicia! review of the claim that its imported merchandise 
was erroneously assessed with duties. Accordingly, defendant’s 
motion to dismiss on the ground that plaintiff lacks standing in 
this action is denied. 


PRESIDENT’S AUTHORITY UNDER SECTION 504 


We reach plaintiff's contention that the President’s action in this 
case was ultra vires. 

The gist of Florsheim’s complaint is that the President improper- 
ly denied duty-free treatment to the subject merchandise under the 
competitive need formula of section 504(c)(1)(B) because the USTR 
erred in his determination under section 504(d) that articles like or 
directly competitive with the imported merchandise were produced 
in the United States on January 3, 1975.* Thus, according to plain- 
tiff, by an erroneous determination under section 504(d) the Presi- 
dent acted illegally under section 504(c)(1)(B). Defendant, however, 
stresses the President’s broad discretionary authority to deny the 
application of duty-free treatment under section 504(a), which we 
now address. 

The pertinent statutory provisions read: 


+The USTR was delegated authority by the President for the administration of the GSP. Executive Order No. 
11846, 40 FR 14294A (1975). 
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§ 2464. Limitation on preferential treatment. 


(a) Withdrawal, suspension, or limitation of duty-free treat- 
ment. The President may withdraw, suspend, or limit the appli- 
cation of the duty-free treatment accorded under section 501 [19 
USC § 2461] with respect to any article or with respect to any 
country; except that no rate of duty may be established in 
respect of any article pursuant to this section other than the 
rate which would apply but for this title [19 USC 88 2461 et seq.; 
amendment to 19 USC $1202]. In taking any action under this 
subsection, the President shall consider the factors set forth in 
sections 501 and 502(c) [19 USC $§ 2461 and 2462(c)]. 


* * - * * * * 


(c) Designation, continuance of designation, or redesignation as 
beneficiary developing country notwithstanding increases in ex- 
ports to United States. (1) Whenever the President determines 
that any country— 


* * * * oe * * 


(B) except as provided in subsection (d), has exported (either 
directly or indirectly) to the United States a quantity of any 
eligible article equal to or exceeding 50 percent of the ap- 
praised value of the total imports of such article into the 
United States during any calendar year, 


then, not later than 60 days after the close of such calendar 
year, such country shall not be treated as a beneficiary 
developing country with respect to such article, except that, if 
before such 60th day, the President determines and publishes 
in the Federal Register that, with respect to such country— 

(i) there has been an historical preferential! trade relation- 
ship between the United States and such country, 

(ii) there is a treaty or trade agreement in force covering 
economic relations between such country and the United 
States, and 

(iii) such country does not discriminate against, or impose 
unjustifiable or unreasonable barriers to, United States 
Commerce, 


then he may designate, or continue the designation of, such 
country as a beneficiary developing country with respect to such 
article. 


* * * * * * * 


(d) Domestic non-production of like or directly competitive 
articles. Subsection (c)(1)(B) does not apply with respect to any 
eligible article if a like or directly competitive article is not 
produced on the date of enactment of this Act [enacted Jan. 3, 
1975] in the United States. 


While the complaint alleges that duty-free treatment of the sub- 
ject merchandise was denied pursuant to section 504(c)(1)(B) (the 
competitive need formula), plaintiff does not allege that such sec- 
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tion was the sole basis for the President’s action. In point of fact, 
Executive Order No. 12302, issued on April 1, 1981 (prior to the 
date of entry of any of the 122 entries that are the subject of this 
action) specifically cites section 504(a) as well as section 504(c) as 
authority for the President’s action. Thus, the Executive Order 
reads, in pertinent part: 


By virtue of the authority vested in me by the Constitution 
and statutes of the United States of America, including Title V 
of the Trade Act of 1974 (88 Stat. 2066, 19 U.S.C. 2461 et seq.) 
as amended * * * and as President of the United States of 
America, in order to modify, as provided by Sections 504 (a) 
and (c) of the Trade Act of 1974 (88 Stat. 2070, 19 U.S.C. 2464 
(a) and (c)), the limitations on preferential treatment for eligi- 
ble articles from countries designated as beneficiary developing 
countries * * * [Italic added.] 


The fact that the President acted under section 504(c\1\B), as al- 
leged in the complaint, does not preclude the President’s exercise 
of his power to deny duty-free entry to the subject merchandise in 
pursuance of his authority under section 504(a). It is well estab- 
lished that Presidential action may be grounded upon alternative 
statutory authorities. See, e.g., United States Cane Sugar Refiners’ 
Association v. Block, Secretary of Agriculture, 69 CCPA —, 683 F.2d 
399 (1982), affg 3 CIT 196, 544 F. Supp. 883 (1982); and Aimcee 
Wholesale Corp. v. United States, 60 CCPA 1, C.A.D. 1070, 468 F.2d 
202 (1972), aff’g 66 Cust. Ct. 155, C.D. 4186, 324 F. Supp. 514 (1971). 
Cf. United States v. Yoshida International, Inc., 63 CCPA 15, 
C.A.D. 1160, 526 F.2d 560 (1975). 

With respect to defendant’s contention that section 504(a) serves 
as further authority for the validity of Executive Order No. 12302, 
plaintiff submits that no consideration should be given to section 
504(a) inasmuch as the complaint makes no mention of that sec- 
tion. To sustain plaintiff's contention would be to place an unwar- 
ranted limitation upon judicial review. Again, it is emphasized that 
Executive Order 12302 does not designate section 504(c\(1)(B) as the 
sole source of authority. Accordingly, this Court has considered the 
argument presented by defendant with respect to the authority del- 
egated to the President under section 504(a). 

Section 504(a) explicitly grants to the President plenary authori- 
ty to withdraw, suspend, or limit duty-free treatment under the 
GSP after consideration of certain factors listed under sections 501 
and 502(c). By the use of the term “may” in section 504(a), Congress 
indicated its permission and the broad discretion conferred to take 
the indicated actions. Southern R. Co. v. Seaboard Allied Milling 
Corp., 442 U.S. 444, 455 (1979). 

While under section 504(a) the President possesses broad discre- 
tion to deny duty-free treatment under the GSP, by contrast when- 
ever the President determines under 504(c)\(1B) that imports meet 
the competitive need formula, he must deny duty-free treatment 
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unless he makes the alternative findings required by secticn 
504(c)(1)(B) (i), (ii) and (iii). However, section 504(c)(1)(B) neither 
adds to nor diminishes the President’s discretion under section 
504(a) to deny duty-free treatment to imported goods, but rather 
section 504(c)(1(B) limits the President’s authority only in that he 
must withdraw duty-free treatment under the conditions stated. 
See H.R. Rep. No. 93-571, 93d Cong., 2d Sess., reprinted in USS. 
Code, Cong. & Ad. News (1974), p. 7357; H.R. Rep. No. 96-317, 96th 
Cong., lst Sess., reprinted in U.S. Code, Cong. & Ad. News (1979), p. 
657. 

The purpose of section 504(d) is simply to qualify the President’s 
mandate to withhold duty-free treatment in accordance with the 
competitive need limitation specified in section 504(c)(1)(B). This 
purpose is manifest from the text of section 504(c)(1)(B), “except as 
provided in subsection (d)’’. Thus, it is clear that section 504(d) is 
designed merely to qualify the application of the competitive need 
formula prescribed by section 504(c)(1)(B). 

The legislative history of section 504(d) confirms that the provi- 
sion was intended only to exempt articles from the mandatory 
withdrawal of duty-free treatment under section 504(c)\(1)(B), and 
not to preclude the exercise of the President’s discretion to with- 
draw, suspend, or limit such treatment under section 504(a). On 
that score, H.R. Rep. No. 93-521, supra, states: 


9. Products not produced in the United States.—The Commit- 
tee bill would exempt any product from the 50-percent-of-total- 
imports ceiling in Title V of the bill where there is no directly 
competitive article produced in the United States. Thus, even 
if a product from a particular developing country represents 
more than 50 percent of total U.S. imports of that product in 
any one calendar year, it would still be eligible for duty-free 
treatment under Title V of the bill if there were no directly 
competitive article produced in the United States. Under cer- 
tain circumstances, the President could waive the 50 percent 
or $25 million ceiling. [Italic added.] 


As can be seen from the portion of the House Report quoted supra, 
section 504(d) merely provides that the article “would still be eligi- 
ble” for duty-free treatment, and does not grant a right to such 
treatment. 

Plaintiff, relying upon a literal reading of section 504(a), insists 
that this section does not authorize the President to withdraw 
duty-free treatment respecting a particular article imported from a 
particular country, and that such action is authorized only by sec- 
tion 504(c)\(1)(B). In this connection, plaintiff maintains that under 
section 504(a), the President may delete a country from the list of 
beneficiary developing nations, or he may withdraw an article from 
the list of eligible articles. As correctly observed by plaintiff, in the 
present case the President neither deleted India from the list of 
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beneficiary nations, nor did he withdraw either buffalo leather or 
goat and kid leather, not fancy, from the list of eligible articles. 

I am unable to agree with plaintiff's narrow reading of the Presi- 
dent’s authority under section 504(a). This section provides that 
“the President may withdraw, suspend, or limit the application of 
the duty-free treatment * * * with respect to any article or with 
respect to any country”. (Italic added.) I agree with defendant’s 
contention that in this case the President “limited” the duty-free 
treatment of the subject merchandise. Further, I must agree with 
defendant that the only method by which the President can “limit” 
the application of duty-free treatment respecting an article is by 
limiting the countries to which duty-free treatment for that article 
is granted; and conversely, the only way to “limit” the application 
of duty-free treatment respecting a particular country, is to limit 
the duty-free articles from that country. This interpretation ac- 
cords appropriate significance to the term “limit” in the statute, 
and reflects what I believe was the Congressional intent to grant 
the President broad discretion in the administration of the GSP. 

In sum, the President’s action in limiting the application of duty- 
free treatment concerning the subject merchandise was within the 
President’s delegated authority under section 504(a). 

Plaintiff also challenges defendant’s broad construction of the 
President’s authority under section 504(a) as an unconstitutional 
delegation of legislative authority, following the rationale of J. W. 
Hampton, Jr. & Co. v. United States, 276 U.S. 394 (1928). I disagree. 

In Hampton, which involved Presidential power to increase or de- 
crease duties under the Tariff Act of 1922, the Supreme Court said, 
through Chief Justice Taft (276 U.S. at 409): 


It is conceded by counsel that Congress may use executive of- 
ficers in the application and enforcement of a policy declared 
in law by Congress and authorize such officers in the applica- 
tion of the congressional declaration to enforce it by regulation 
equivalent to law. But it is said that this never has been per- 
mitted to be done where Congress has exercised the power to 
levy taxes and fix customs duties. The authorities make so 
such distinction. The same principle that permits Congress to 
exercise its rate-making power in interstate commerce by de- 
claring the rule which shall prevail in the legislative fixing of 
rates, and enables it to remit to a rate-making body created in 
accordance with its provisions the fixing of such rates, justifies 
a similar provision for the fixing of customs duties on imported 
merchandise. 


In making findings of fact and implementing the provisions of 
section 504 by executive orders, the President acts merely as an 
agent of Congress in effectuating a legislative policy relating to an 
exclusively legislative function in determining the dutiability of 
imported goods. 

Counsel for plaintiff concedes that “Presidential acts are not un- 
constitutional if the delegated legislative authority has guidelines 





36 DECISIONS OF U.S. COURT OF INTERNATIONAL TRADE 


for its exercise” (Plaintiff's memorandum, at 39). As a precondition 
to taking action under section 504(a), the statute mandates that the 
President shall consider the factors set forth in sections 501 and 
502(c) of Title V (19 U.S.C. §§ 2461 and 2462(c)).5 Plainly, then, Con- 
gress has provided the President with adequate standards for the 
exercise of his authority under section 504(a). Moreover, after pre- 
scribing the pertinent factors, the President’s authority is circum- 
scribed: Under section 504(a), rates of duty may not be adjusted, 
nor may the President impose quantitative limitations; the Presi- 
dent may only withdraw, suspend, or limit the application of duty- 
free treatment. Importantly, too, Congress has required Presiden- 
tial reporting under section 505. 

An additional factor bearing upon the delegation question is that 
in exercising his authority under section 504(a) the President is 
necessarily confronted with weighty considerations of foreign rela- 
tions with the developing nations as well as the economic and com- 
mercial objectives of the GSP. Obviously, a statute giving the Presi- 
dent substantial discretion with respect to the withdrawal, suspen- 
sion, or limitation of duty-free treatment of importations from a 
beneficiary developing country can normally be expected to have 
wide-ranging foreign relations implications as well as domestic eco- 
nomic and political repercussions. The foreign affairs component of 
the President’s delegated authority under section 504(a) implicates 
a vitally broad grant of executive authority in an area left by Con- 
gress to the President’s judgment. In this vein, Judge Davis of the 
United States Court of Claims,® pointedly observed in South 
Puerto Rico Sugar Co. Trad. Corp. v. United States, 334 F.2d 622, 
167 Ct. Cl. 236 (1964), cert. denied, 379 U.S. 964 (1965). 


The presence of foreign factors adds still more to the range 
of the powers transmitted by the phrase because, as the Su- 
preme Court has explicitly recognized, a delegation of unusual- 
ly extensive discretion to the President is not uncommon in 
the external realm. “Practically every volume of the United 
States Statutes contains one or more acts or joint resolutions of 


5 19 U.S.C. § 2461 provides: 

The President may provide duty-free treatment for any eligible article from any beneficiary developing coun- 
try in accordance with the provisions of this title [19 U.S.C. §§ 2461 et seq.; amendments to 19 US ©. § 1202]. In 
taking any such action, the President shall have due regard for— 

(1) The effect such action will have on furthering the economic development of developing countries; 

(2) The extent to which other major developed countries are undertaking a comparable effort to assist 
ccleyies countries by granting generalized preferences with respect to imports of products of such coun- 
tries; an 

(3) The anticipated impact of such action on United States producers of like or directly competitive prod- 
ucts. 

19 U.S.C. § 2462(c) provides: 

(c) Factors determinative of whether to designate country as beneficiary developing country. In determining 
whether to designate any country a beneficiary developing country under this section, the President shall take 
into account— 

(1) An expression by such country of its desire to be so designated; 

(2) The level of economic development of such country, including its per capita gross national product, the 
living standards of its inhabitants, and any other economic factors which he deems appropriate; 

(3) Whether or not the other major developed countries are extending generalized preferential tariff treat- 
ment to such country; and 

(4) The extent to which such country has assured the United States it will provide equitable and reason- 
able access to the markets and basic commodity resources of such country. [Italic added. 

6 Now a Circuit Judge of the United States Court of Appeals for the Federal Circuit. 
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Congress authorizing action by the President in respect of sub- 
jects affecting foreign relations, which either leave the exercise 
of the power to his unrestricted judgment, or provide a stand- 
ard far more general than that which has always been consid- 
ered requisite with regard to domestic affairs.” [Citations omit- 
ted.] In the external sector of the national life, Congress does 
not ordinarily bind the President’s hands so tightly that he 
cannot respond promptly to changing conditions or the fluctu- 
ating demands of foreign policy. Accordingly, when Congress 
uses far-reaching words in delegating authority to the Presi- 
dent in the area of foreign relations, courts must assume, 
unless there is a specific contrary showing elsewhere in the 
statute or in the legislative history, that the legislators con- 
template that the President may and will make full use of that 
power in any manner not inconsistent with the provisions or 
purposes of the Act. Jn a statute dealing with foreign affairs, a 
grant to the President which is expansive to the reader’s eye 
should not be hemmed in or “cabined, cribbed, confined’”’ by 
anxious judicial blinders. [Footnote ommitted.] [Italic added.] 


See also: Star-Kist Foods, Inc. v. United States, 47 CCPA 52, 
C.A.D. 728, 275 F. 2d 472 (1959), and cases discussed therein. 

In light of the statutory framework considered above, and taking 
cognizance of the longstanding judicial approval of broad grants of 
authority to the President in the sphere of foreign relations and 
commerce, I am not persuaded to give section 504(a) the narrow 
construction urged by plaintiff. Cf FEA v. Algonquin SNG, Inc., 


426 U.S. 548, 558-60 (1976). 


REVIEWABILITY OF PRESIDENTIAL DISCRETIONARY ACTION AND FACT 
FINDING 


We now turn to defendant’s contention that neither the Presi- 
dent’s exercise of discretion under section 504(a) nor his findings of 
fact under sections 504(c)(1(B) and 504(d) are within the permissi- 
ble scope of judicial review. I consider the scope of the Court’s 
review to be the core issue raised herein. This issue is of transcen- 
dent importance given the President’s key role in the implementa- 
tion of the legislative policy underlying many of our international 
trade statutes. 


1 


Initially, we discuss the limitations on judicial review of the 
President’s action taken under section 504(a). As we have seen, 
under that provision Congress has delegated to the President broad 
discretionary authority, essentially legislative in nature, to with- 
draw, suspend, or limit the application of duty-free treatment 
under the GSP, after consideration of the factors specified in sec- 
tions 501 and 502(c). 

The President’s action under section 504(a) in withdrawing, sus- 
pending, or limiting the application of duty-free treatment under 
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the GSP is “[iJn substance and to a great extent in form * * * but 
one stage of the legislative process”. United States v. George S. 
Bush & Co., 310 U.S. 371, 379 (1940). It is now well established by a 
long line of authorities that the exercise of broad discretionary au- 
thority delegated by Congress to the President in the sphere of in- 
ternational trade, where the President is acting essentially as an 
agent of Congress, is reviewable by the Courts only to determine 
whether the President’s action falls within his delegated authority, 
whether the statutory language has been properly construed, and 
whether the President’s action conformed with procedural require- 
ments (if any).7 Neither the President’s findings of fact nor his mo- 
tivations may be inquired into by the judiciary. United States v. 
George S. Bush & Co., supra; Norwegian Nitrogen Products Co. v. 
United States, 288 U.S. 294 (1933); United States Cane Sugar Refin- 
ers’ Association v. Block, Secretary of Agriculture, supra; United 
States v. Yoshida International, Inc., supra; Aimcee Wholesale Corp. 
v. United States, supra; United States v. Star Industries, Inc., 59 
CCPA 159, C.A.D. 1060, 462 F.2d 557 (1972), cert. denied, 409 U.S. 
1076 (1973); United States v. Best Foods, Inc., 47 CCPA 168, C.A.D. 
751 (1960); Farr Mann & Co. v. United States, 4 CIT —, Slip Op. 82- 
61 (July 26, 1982); Falcon Sales Company, et al. v. United States, 47 
Cust. Ct. 129, C.D. 2292, 199 F. Supp. 97 (1961); and Independent 
Gasoline Marketers Council v. Duncan, 492 F. Supp. 614 (D.D.C. 
1980). 

As concluded above, based upon this Court’s construction of the 
statute, the President’s limitation on the application of duty-free 
entry regarding the subject merchandise was within his delegated 
authority under section 504(a). 

Concerning review of the Executive’s findings and exercise of dis- 
cretion as an agent of Congress, the following observations of the 
Appeilate Term of the former Customs Court in Ellis K. Orlowitz 
Co. v. United States, 47 Cust. Ct. 583, 585, A.R.D. 136, 200 F. Supp. 
302, 305 (1961), aff'd 50 CCPA 36, C.A.D. 816 (1963), are pertinent: 


Congress can, and often does, delegate to the President, or 
other executive officer or agency, authority to make findings in 
prescribed situations, and, on the basis of such findings, to pro- 
mulgate orders. This is a permissible delegation of legislative 
authority to the executive branch of our Government. It is axi- 
omatic that courts are not to review the discretion exercised by 
the President, or other executive officer or agency, in arriving 
at findings in such matters. Citation of authority is not neces- 
sary to support this well-recognized rule, requiring judicial 
noninterference in legislative authority constitutionally con- 
ferred by Congress on the executive. 


71 am mindful, of course, of the recent decision by my learned colleague, Judge Carman, in Maple Leaf Fish 
Co. v. United States, 5 CIT—, Slip Op. 83-61 (June 21, 1983). To the extent that Maple Leaf holds that the Court 
has jurisdiction of the action under 28 U.S.C. § 1581(a), and may determine whether the administrative action 
conformed with procedural requirements, I agree with Judge Carman’s opinion. 
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Moreover, in exercising his discretion under section 504(a), the 
President is mandated to consider the several interactional and 
somewhat subjective factors specified in sections 501 and 502(c).® 
These factors involve “a multifaceted judgmental decision” in mat- 
ters of international and domestic economics and foreign relations. 
Montgomery Ward & Co. v. Zenith Corp., 69 CCPA —, 673 F.2d 
1254. 1262, cert. denied, 103 S. Ct. 256 (1982). Consequently, respect- 
ing discretionary action under section 504(a), there is “no law to 
apply” for a reviewing court. Citizens to Preserve Overton Park, Inc. 
v. Volpe, 401 U.S. 402, 410 (1971); Montgomery Ward & Co. v. Zenith 
Corp., supra, 673 F.2d at 1262. As aptly stated by Judge Nies, writ- 
ing for our Appellate Court in Montgomery Ward (673 F.2d at 1261): 


With respect to discretionary acts of the Execu- 
tive, * * * the extent of permissible judicial review, varies 
with the statutory grant to the Executive. [Footnote omitted.] 
In summary, if action is committed by law to the discretion of 
the Executive, no review is permitted. If action is committed 
by law to discretion but procedural requirements are imposed, 
the satisfaction of procedural requirements, but only these, 
may be judicially reviewed. If an action is discretionary but 
there is law from which a court may determine that the exer- 
cise of discretion is arbitrary, capricious, or not in accordance 
at law, the decision itself may be reviewed on that limited 

asis. 


In addition to stressing the Court’s narrow scope of review where 
the President has been delegated discretionary authority to act as 
an agent of Congress, defendant also correctly urges the constraint 
upon judicial review of the factual findings upon which the Presi- 
dent (or his delegate) relied in taking the statutorily prescribed leg- 
islative action. Specifically, plaintiff challenges the President’s 
action taken under the competitive need formula in section 
504(c\1\(B) alleging an erroneous finding as to a like or directly 
competitive article under section 504(d).° Significantly, however, re- 
garding section 504(d), the complaint does not allege any procedur- 
al noncompliance nor any specific misconstruction of the statutory 
language in section 504(c\(1)(B) or section 504(d). Rather, it is clear 
from the complaint and plaintiffs brief that plaintiffs grievance 
lies solely in the factual findings and determinations of the Presi- 
dent and his delegate (the USTR) under 504(d), viz, that articles 
like or directly competitive with the imported articles were pro- 
duced in the United States on January 3, 1975.1° On that aspect of 


8 See footnote 5. 

® Thus plaintiff is not challenging the determination of the President that the competitive need limitation 
was, in fact, exceeded; instead, plaintiff wishes to establish that notwithstanding that excess, there was, in point 
of fact, no like or directly competitive article produced in the United States on January 3, 1975 within the 
meaning of section 504(d); and that consequently, the President’s action under section 504(cX1\B) was ultra 
vires. Plaintiff maintains that the President’s action “resulted from reliance on inadequate or erroneous, deci- 
sion making or fact finding by the administrative agencies such as the USTR or ITC” (Plaintiff's memorandum, 
at 42, italic added). 

10 Since section 504(cX1\B), reads “except as provided in subsection (d)’”’, a finding of fact under subsection (d) 
is subsumed by the application of the competitive need formula. Moreover, a finding of fact under subsection (d) 

Continued 
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the case, plaintiff seeks de novo review under 28 U.S.C. § 2640; ! or 
alternatively that this Court should review the involvement of the 
administrative agencies (viz, the USTR and the ITC) to determine 
whether their action was arbitrary, capricious, or otherwise not in 
accordance with law. Assuming, as we must, for purposes of defend- 
ant’s motion to dismiss, that the factual allegations of the com- 
plaint are accepted as true, the question is whether the permissible 
scope of review in this action encompasses the factual foundation 
for the President’s action. 

Central to the question of the permissible scope of review of the 
President’s factual findings based upon an investigation by the ITC 
is the teaching of the United States Supreme Court in the land- 
mark decision in United States v. George S. Bush & Co., supra, 310 
U.S. at 379-80, wherein Justice Douglas writing for the Court com- 
mented: 


The powers which Congress has entrusted to the President 
under the Act of 1930 do not essentially differ in kind from 
those which have been granted him under the tariff acts for 
well over a century. See Norwegian Nitrogen Products Co. v. 
United States, 288 U.S. 294, 308 et. seg., for a review of the stat- 
utes. Since its creation in 1916 the Commission has acted as an 
adviser to the Congress or to the President. Under § 336 of the 
Act of 1930 the Commission serves the President in that role. 
It does not increase or decrease the rates of duty; it is but the 
expert body which investigates and submits the facts and its 
recommendations to the President. It is the judgment of the 
President on those facts which is determinative of whether or 
not the recommended rates will be promulgated. In substance 
and to a great extent in form (Norwegian Nitrogen Products 
Co. v. United States, supra) the action of the Commission and 
the President is but one stage of the legislative process. Hamp- 
ton & Co. v. United States, 276 U.S. 394. “No one has a legal 
right to the maintenance of an existing rate of duty.” Norwe- 
gian Nitrogen Products Co. v. United States, supra, p. 318. And 
the judgment of the President that on the facts, adduced in 
pursuance of the procedure prescribed by Congress, a change of 
rate is necessary is no more subject to judicial review under 
this scheme than if Congress itself has exercised that judg- 
ment. Jt has long been held that where Congress has authorized 
a public officer to take some specified legislative action when in 
his judgment that action is necessary or appropriate to carry 
out the policy of Congress, the judgment of the officer as to the 


respecting a like or directly competitive article is implicit in action taken under section 504(cX1B) based upon 
the qualifying language in subsection (d). Presumptively, the President makes all the necessary findings of fact 
that are a condition precedent to his exercise of delegated authority. However, the President is not required to 
recite in his order the fact that he has made the requisite findings or the findings themselves. Aimcee Wholesale 
Corp. v. United States, 60 CCPA 1, C.A.D. 1070, 468 F. 2d 202 (1972). 
11 That provision reads: 
“§ 2640. Scope and standard of review 
(a) The Court of International Trade shall make its determinations upon the basis of the record made 
before the court in the following categories of civil actions: 
(1) Civil actions contesting the denial of a protest under section 515 of the Tariff Act of 1930. 
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existence of the facts calling for that action is not subject to 
review. [Citations omitted.] 


Continuing, the Supreme Court held: 


For the judiciary to probe the reasoning which underlies this 
Proclamation would amount to a clear invasion of the legisla- 
tive and executive domains. Under the Constitution it is exclu- 
sively for Congress or those to whom it delegates authority, to 
determine what tariffs shall be imposed. Here the President 
acted in full conformity with the statute. No question of law is 
oor or the exercise of his discretion is challenged. [Italic 
added. 


Citing and following Bush, Chief Judge Markey, writing for the 
Court of Customs and Patent Appeals (now the United States Court 
of Appeals for the Federal Circuit), cogently stated, in sustaining 
the validity of a Presidential Proclamation imposing quotas on the 
importation of sugar: 


The President’s action being authorized by the statute on 
which he relied, his motives, his reasoning, his finding of facts 
requiring the action, and his judgment, are immune from judi- 
cial scrutiny. United States v. George S. Bush & Co., Inc., 310 
U.S. 371 (1939). Beyond the truism that an action may be 
multi-purposed, and the distinction between the proclamation 
that is in issue and the press release that is not, Association’s 
concentration on what it insists was the President’s real pur- 
pose is simply irrelevant. Grist it may be for the executive or 
legislative mills; grist it cannot be for the mills of the judicial 
branch. In sum, let the President’s action be authorized, and let 
his action be within the authorizing provisions of the law he 
cites, and the role of the judiciary is at an end. [Footnote omit- 
ted.] [United States Cane Sugar Refiners’ Association, 683 F.2d 
at 404.] [Italic added.] 


Further, in Best Foods, Inc. v. United States, 39 Cust. Ct. 305, 
C.D. 1945 (1957), aff'd 42 Cust. Ct. 310, Abst. 62865 (1965), aff'd 47 
CCPA 163, C.A.D. 751 (1960), the limitation on judicial review of 
Presidential action predicated upon Commission findings was put 
in the following way (39 Cust. Ct. at 307, 309, and 314): 


Clearly we may not, as defendant rightly argues, “review” 
Tariff Commission proceedings, in the sense of either affirming 
or reversing such proceedings. We may not go behind the find- 
ings of the Tariff Commission, nor may we challenge the dis- 
cretion of the President in his decision based on such findings. 
We do not presume to do any of these things. 


* * * * * * * 


As previously observed, we do not have jurisdiction to review 
either the President’s findings or fact, or his discretion, or the 
proceedings of the Tariff Commission. 


* * * * * * * 
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We do not review the findings of the Commission or of the 
President. We do not review the Presidential discretionary deter- 
mination of action to be taken. We review only the issue as to 
whether the action taken, pursuant to a certain procedure is 
action within the statutory delegation of legislative authority to 
be exercised pursuant to that procedure. [Italic added.] 


See also 7: M. Duche & Sons, Inc. v. United States, 36 CCPA 19, 
C.A.D. 391 (1948), cert. denied, 336 U.S. 931 (1949). 

Plaintiff's attempt in the present case to obtain review of the fac- 
tual basis upon which the President’s action was taken would una- 
voidably involve an impermissible inquiry by the Courts into the 
President’s decision-making process and into the existence of the 
facts calling for the exercise of his delegated authority. The above- 
cited precedents concerning the scope of review of Presidential 
action taken as an agent of Congress in conformance with delegat- 
ed legislative authority are plainly at variance with the plaintiffs 
contentions. Patently, this Court is not authorized to “chart a new 
course in jurisprudence in a field in which precedents have been 
established by the Supreme Court.” Star-Kist Foods, Inc. v. United 
States, 47 CCPA at 55. Accordingly, plaintiff's contention that this 
Court should undertake de novo review of the findings and deter- 
minations of the involved administrative agencies (the USTR and 
the ITC) or alternatively undertake to determine whether their 
findings were arbitrary and capricious has no precedential support. 

Plaintiff's reliance upon the scope and standard of review of 
Commission proceedings in antidumping and countervailing duty 
cases, clearly, is misplaced since the scope and standard of review 
in such cases are specifically prescribed by statute. See 19 U.S.C. 
§ 1516a(b); 28 U.S.C. § 2640(b). However, there is no statutory au- 
thority for reviewing the evidence before the USTR or the ITC or 
their findings in connection with the President’s action under sec- 
tion 504. 

In the final analysis, plaintiff essentially seeks to overturn Presi- 
dential action rather than agency findings, recommendations or 
advice. Since it is the President who must be the ultimate judge of 
the facts adduced by the USTR (on the investigation of the ITC), 
there is simply no occasion in the present case for judicial review 
of agency fact findings. ‘2 


CONCLUSION 


Plaintiff (importer of the subject merchandise) whose protests 
were denied by the Customs Service pursuant to 19 U.S.C. § 1515, 


There is no merit whatever to plaintiff's contention that 19 U.S.C. § 1514 permits judicial review under the 
circumstances presented here. By making “the legality of all order and findings” of the appropriate customs 
officer final and conclusive unless a timely protest is filed in accordance with 19 U.S.C. § 1514, Congress plainly 
did not intend that the Courts should review the President’s findings for the purpose of determining whether 
there was substantial evidence to support his action taken pursuant to delegated legislative authority. Cf. 7.M. 
Duche & Sons, Inc. v. United States, 36 CCPA at 27. 
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has standing under 28 U.S.C. § 2631(a) to contest the classification 
and assessment of duties on the subject merchandise. 

However, under section 504(a) Congress delegated to the Presi- 
dent broad discretionary authority of a legislative nature to with- 
draw, suspend, or limit duty-free treatment under the GSP; and in 
the instant case, the President properly exercises his authority to 
“limit” the application of duty-free treatment to the subject mer- 
chandise. Upon consideration of the narrow scope of judicial review 
in cases of congressional delegation of legislative authority to the 
President, particularly where foreign affairs are involved, neither 
the exercise of discretion by the President under section 504(a) nor 
his findings of fact under sections 504(a) and 504(c) are subject to 
judicial review. Hence, in exercise of appropriate judicial restraint, 
I find that plaintiff's complaint fails to state a claim upon which 
relief can be granted. 

This action is dismissed, and judgment will be entered according- 
ly. 


(Slip Op. 83-67) 


E. R. HAwtTHoRNE & Co., Inc., A/C VEPED TRAFFIC CONTROLS, 
INC., PLAINTIFF v. UNITED STATES, DEFENDANT 


Court No. 81-7-00957 
Before Bor, Judge. 


Pipes And Tubes of Steel 


Merchandise consisting of tapered steel tubes of varying lengths 
and dimensions and requiring, after importation, further substan- 
tial processing by the addition of components thereto in order to 
fulfill its ultimate use or uses has not attained the degree of ad- 
vancement necessary for its classification as a “part” of an illumi- 
nating article, but is specifically provided for as “pipes and tubes of 
steel” under item 610.32, Tariff Schedules of the United States. 


(Judgment for plaintiff.] 


(Decided July 11, 1983) 

Rode & Qualey (John S. Rode and R. Brian Burke at the trial and on the brief) for 
the plaintiff. 

J. Paul McGrath, Assistant Attorney General; Joseph I. Liebman, Attorney in 
Charge, International Trade Field Office, Commercial Litigation Branch (Deborah E. 
Rand at the trial and on the brief), for the defendant. 

Bor, Judge: The merchandise involved in the above-entitled 
action, described on the invoices as “round tapered black steel 
tubes,” was classified as “Illuminating articles and parts thereof” 
under item 653.39, TSUS, which provides: 
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SCHEDULE 6, Part 3, SUBPART F: 


Illuminating articles and parts thereof, of base metal: 
* * * * 


Other: 


* 


Other: 


* * * * 


LPT A SS 75 M0) ne i a eee eee (.6% ad valorem 


Plaintiff challenges the liquidated classification and asserts four 
alternative classifications for the subject merchandise: 


SCHEDULE 6, Part 2, SUBPART B: 


Pipes and tubes and blanks therefor, all the foregoing of iron 
(except cast iron) or steel: 
Welded, jointed, or seamed, with walls not thinner than 
0.065 inch, and of circular cross section: 
Other than alloy iron or steel: 
* * * * * 


Item 610.32 0.375 inch or more in outside di- 0.3¢ per pound 
ameter. 


or 


ScHEDULE 6, Part 2, SuBPART B: 


Angles, shapes, and sections, all the foregoing, of iron or steel, 
hot rolled, forged, extruded, or drawn, or cold formed or cold 
finished, whether or not drilled, punched, or otherwise ad- 
vanced; sheet piling of iron or steel: 

Angles, shapes, and sections: 
Hot rolled; or, cold formed and weighing over 0.29 pound 
per linear foot: 
Not drilled, not punched, and not otherwise advanced: 


Item 609.80 Other than alloy iron or steel 0.1¢ per pound 
or 


SCHEDULE 6, Part 3, SUBPART F: 


Hangars and other buildings, bridges, bridge sections, lock- 
gates, towers, lattice masts, roofs, roofing frameworks, door 
and window frames, shutters, balustrades, columns, pillars 
and posts and other structures and parts of structures, all 
the foregoing of base metal: 

Of iron or steel: 


* * . * * * % 


Columns, pillars, posts, beams, girders, and similar structural 
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Not in part of alloy iron or steel: 


* * 


Item 652.94 Other 4.3% ad valorem 


ScHEDULE 6, Part 3, SuBPART G: 


Articles of iron or steel, not coated or plated with precious 
metal: 
x * * 


Other articles: 


* 


Other: 


* 


Item 657.25 Other 9% ad valorem 


The subject merchandise consists of tapered steel tubes varying 
in length from 20 to 39 feet, a wall thickness of five millimeters 
(seven guage), top diameters ranging from 3.17 inches and base di- 
ameters ranging from 7 to 11 inches. The merchandise was manu- 
factured in France by Petitjean & Cie, a producer of various types 
of steel items, and imported into the United States in 1980 by 
Veped Traffic Controls, Inc. 

Products of the kind of character of the subject merchandise are 
manufactured from coils of steel specifically purchased by Petitjean 
for a particular order. The steel is then uncoiled and slit into trape- 
zoids according to measurements meeting the specifications of the 
pole ordered. After the edges are cut, the pieces are bent in a press 
to achieve a circular shape. Finally, the edges are welded together 
and the tube is cleaned and straightened. 

Upon importation, the tubes are subjected to further processing 
steps, the nature and extent of which depends upon the purpose for 
which the tube is to be used. Veped, a manufacturer of traffic signs 
and signals, designs a support structure to meet the specific needs 
of each order, taking into account such factors as wind velocity in 
the area, amount of weight to be carried and the required meas- 
urements of the pole. Drawings are made of the desired finished 
support structures and poles are selected with the proper specifica- 
tions based on such drawings. 
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Orders for support structures fabricated by Veped require the ad- 
dition of attachments and components to the tube. A base plate is 
welded onto the bottom of the pole and several clamps to support a 
mast arm are welded at the top of the pole. More importantly, the 
pole itself must be further processed; the pole is cut at the top to 
the exact length specified in the drawing. The ends of the tube are 
squared. Provisions are made for a handhole ring to be made and 
attached to the pole so that electrical wiring may be connected to 
it. The pole must be painted or galvanized to prevent corrosion or 
rust. If necessary, a transformer base is attached. In sum, approxi- 
mately one-half of the cost, and one-third of the time, is required to 
produce the raw tube as is necessary to manufacture a finished 
support structure. 

Perhaps no other area of customs jurisprudence has been the 
subject of what might appear to be diverse decisions as we find in 
considering the issues involved herein. In decisions which might 
initially appear to be contradictory holdings, we find upon closer 
examination that the determinations therein have been made ap- 
plicable and/or restricted only to the individual facts involved. 
General rules of interpretation, as enunciated by the trial as well 
as by the appellate courts, often become subjected to subsequent 
interpretations which were neither originally intended nor are 
presently applicable. 

Thus, in determining the proper classification of the imported 
merchandise it is essential that the questions of law and fact, the 
principles of statutory construction, and the established rules perti- 
nent to the application of such statutes relating thereto be consid- 
ered in full complementary perspective. 

It is well established that the classification of the imported mer- 
chandise is determined by the character thereof at the time of its 
importation. Carrington Co., United Geophysical Corp., v. United 
States, 61 CCPA 77, 496 F. 2d 902 (1974). Whether the imported 
merchandise shall be classified by its generic description, by an eo 
nomine designation or as parts of an article is dependent upon the 
specific TSUS provisions as well as the identity and character of 
the merchandise. John V. Carr & Son, Inc. v. United States, 72 
Cust. Ct. 19 (1974). In determining the character and identity of the 
subject merchandise at the time of its importation the court must 
necessarily consider the degree of advancement which the mer- 
chandise has undergone as well as the use or uses, if any, of the 
merchandise. Doherty-Barrow of Texas, Inc. v. United States, 3 CIT 
228 (1982); United States v. The Carborundum Co., 63 CCPA 98; 536 
F. 2d 373 (1976), cert. denied, 429 U.S. 979 (1976). 

Ultimate use, alone, does not serve as the determining test for 
the classification of merchandise as imported. The court in John V. 
Carr, supra, at 27, has well expressed the requirement of initially 
determining whether such merchandise at the time of importation 
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has been sufficiently advanced so that it can be used as a part of 
an article without substantial additional processing: 


It may well be that most angles, shapes and sections are ulti- 
mately dedicated and used as parts of articles and that such ul- 
timate use determines the form in which the angles, shapes 
and sections are made. See United States v. The Singer Manu- 
facturing Company, 37 CCPA 104, 106, 107, C.A.D. 427 (1950). 
But this scarcely means that all angles, shapes and sections 
are parts per se. Thus, if in its imported condition, and angle, 
shape or section has been processed or advanced in manufac- 
ture only to a point where substantial additional processing is 
necessary before it can be used as a part of a given article, the 
import would not be classifiable as a “part,” but rather would 
be considered a material and thus (if meeting the other statu- 
tory requirements) classifiable under a provision for angles, 
shapes and sections. See e.g., United States v. The Singer Man- 
ufacturing Company, supra, 37 CCPA 104; Associated Metals & 
Minerals Corp. v. United States, supra, 65 Cust. Ct. 586. [Italics 
in original; emphasis supplied. ] 

In like manner, our appellate court through Chief Judge Markey 
has held that merchandise which has “not been sufficiently ad- 
vanced in its manufacture to have reached a point where it is in- 
capable of being made into other things” and whose “degree of 
processing had not changed (it), as imported, into a clearly identifi- 
able part of any device,” will not be classified as a part of that 
device. Avins Industrial Products Co. v. United States, 62 CCPA 83, 
515 F.2d 782 (1975). See also Terumo-America v. United States, 2 
CIT 121 (1981). 

The defendant in support of the classification of the subject mer- 
chandise, as liquidated, predicates its argument principally on the 
alleged “‘chief use’ of the merchandise as poles for illuminating ar- 
ticles. In so doing, the defendant relies on General Interpretative 
Rule 10(ij), TSUS, which provides: 


A provision for ‘parts’ of an article covers a product solely or 
chiefly used as a part of such article, but does not prevail over 
a specific provision for such part. 


In its application of the foregoing rule, however, the defendant fails 
to give appropriate consideration to the qualifying phrase included 
therein: 


* * * but does not prevail over a specific provision for such 
part. 


The foregoing concluding phrase of the interpretative rule in- 
structs, that not withstanding what may be the chief use of import- 
ed merchandise, such merchandise cannot be classified as a part of 
an article if, as imported, it is otherwise specifically provided for in 
the tariff schedules. See West Coast Glass Distributors v. United 
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States, 62 Cust. Ct. 444 (1969);1 Robert Bosch Corp. v. United 
States, 63 Cust. Ct. 187, 305 F. Supp. 921 (1969). 

From all the evidence submitted in the instant action it is clear 
that numerous steps are required to transform the merchandise, as 
imported, into poles or supporting structures for use with illumi- 
nating articles or for any other uses to which the merchandise 
might be subjected. Whether, after advancement by further re- 
quired processing occurring in the United States, the subject mer- 
chandise is ‘chiefly used’ as poles or supporting structures for illu- 
minating articles is not relevant to the issue herein, namely—the 
character and identity of the subject merchandise and its use as 
imported. 

It is undisputed from the evidence submitted that, as imported, 
the subject merchandise is destined for uses other than as the sup- 
porting structure or pole for illuminating articles. Plaintiff, after 
importation, further fabricates the subject merchandise for sale 
and ultimate use as traffic signals and traffic signs. Defendant’s 
witness, Calvin Friar, acknowledges that, although the company by 
whom he is employed manufactures similar poles for ultimate use 
chiefly as supports for illuminating articles, the poles, as imported, 
could be used as supports for traffic signs, signals or flagpoles. The 
witness further acknowledges that the specifications of the import- 
ed poles (ASTM—Standard A 595—the standard for a tapered tubu- 
lar steel product) is not limited solely to lighting poles. Despite his 
knowledge of the height, diameter and thickness of the subject 
merchandise as imported, he would not be able to identify the ulti- 
mate use of said merchandise in its imported condition and particu- 
larly as reflected by Plaintiff's Exhibits 12, 13, 16, 17, and 18. The 
significant need for the processing of the subject merchandise after 
importation, in order to fulfill its ultimate use, is evidenced by the 
testimony of the witness, Friar, who states “‘a pole which is de- 
signed to support a signal pole would not be interchangeable with a 
light pole.” 2 

From the testimony it is clear that merchandise of the same 
class or kind as the imported merchandise has not been sufficiently 
advanced so as to have attained an identity permitting the ascer- 
tainment of its “chief use” to be a “part” of an illuminating article. 
It is the advancement made to the merchandise, after importation, 
by the addition thereto of components which are required for a spe- 
cific use that causes the same to become an identifiable part of an 
article—whether an illuminating article, a traffic signal, a sign or 
a flagpole. 

The defendant relies particularly on the decisions in United 
States v. Servco Co., 60 CCPA 1387, 477 F. 2d 579 (1973) and John V. 
Carr & Son, Inc. v. United States, supra. Indeed, this court does not 

1 Windshields, as imported, cut and bent to fit a particular automobile, were classifiable as laminated glass, 


shaped, and not classifiable as parts of an automobile. 
2R. 166. 
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find the reasoning in the foregoing decisions inapplicable to the 
facts and issues involved in the instant action. In Servco our appel- 
late court specifically states that for the purposes of appeal the im- 
ported articles were assumed no have to other use but to be fin- 
ished into drill collars and that drill collars in turn were solely 
used as parts of boring machines. In like manner the opinion in 
John V. Carr & Son discloses that the plaintiff therein conceded 
that at the time of importation the merchandise was used only for 
incorporation into railroad cars and that, in fact, the merchandise 
in question therein, as imported, was described by plaintiffs wit- 
ness to be an integral part of a railroad car. In the instant action, 
on the other hand, the basic issues are (1) whether the subject mer- 
chandise has been advanced only to a point where substantial addi- 
tional processing is necessary before it can be used as a part of an 
article and (2) whether the subject merchandise in its imported 
condition is specifically provided by the Tariff Schedules of the 
United States. 

Articles which are described by name or by specific function 
under particular provisions of the tariff schedules are to be classi- 
fied thereunder, even though they are parts of another article. 
West Coast Glass, supra; J. E. Bernard & Co., v. United States, 59 
Cust. Ct. 31 (1967). Item 610.32, TSUS, embodies the provision for 
“pipes and tubes of steel,’ which describes by name the subject 
merchandise. 

Moreover, it has been held that a TSUS provision which de- 
scribes an article by how it is made is no less specific for classifica- 
tion purposes than a description by name or function. West Coast 
Glass, supra. 

The tariff schedules and the tariff classification studies provide 
little assistance in connection with the identity of and the process- 
ing steps involved in manufacturing pipes and tubes of steel. Mini- 
mal guidance is given with respect to dimension, sizes or shapes of 
these products. Accordingly, reference to Brussels Nomenclature is, 
indeed, appropriate as an aid in the interpretation and construc- 
tion of the tariff schedules and particulary with respect to the in- 
tention of Congress in providing for the relevant items. The Tariff 
Classification Study, Submitting Report, November 15, 1960, page 
8, states: 


The “Brussels Nomenclature” and the “Standard Industrial 
Classification Manual” exerted the greatest influence on the 
arrangement of the proposed revised schedules. 


Heading 73.18, section XV of the Brussels Nomenclature is sub- 
stantially similar to the provision for pipes and tubes of steel pro- 
vided for in the Tariff Schedules of the United States. In describing 
the method of manufacture employed in connection with welding 
tubes and pipes, the following statement is included thereunder: 
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(II) Welded tubes and pipes. 


In all processes employed for manufacturing welded tubes 
and pipes, the raw material is a flat semi-product (rolls of iron 
or steel strip in continuous welding, or strip or sheet metal if 
the manufacturing process must be carried out in two separate 
operations, which is the case when large tubes and pipes are 
desired). This semi-product is formed to a tubular shape and 
the abutting edges are then welded. 


The provisions contained under heading 73.18 specifically include 
“conical tubes” as well as tubes which are not of uniform diameter 
or wall thickness: 


Tubes remain classified within this heading whether they 
are straight or curved (including coiled tubing), and whether or 
not they are of uniform diameter or wall thickness (e.g., locally 
expanded tubes, necked or waisted tubes, conical tubes and 
stepped tubes). 


The foregoing, indeed, is informative and helpful in ascertaining 
the scope embraced by the Tariff Schedules of the United States 
with respect to the provisions thereof for pipes and tubes of steel, 
intended by the Congress. 

From the evidence submitted in the instant action this court con- 
cludes that the subject meichandise, as imported, is erroneously 
classified as parts of an illuminating article under item 653.39, 
TSUS, for the reason that it is specifically provided for under the 
provisions of item 610.32, TSUS, as claimed by the plaintiff. 

In view of the foregoing determination it is deemed unnecessary 
to consider the alternative classifications urged by the plaintiff. 

Let judgment be entered accordingly. 


(Slip Op. 83-68) 


ScHAPER MANUFACTURING Co., Division oF KUSAN, INC., PLAIN- 
TIFF v. THE HONORABLE DONALD T. REGAN, SECRETARY OF THE 
TREASURY OF THE UNITED STATES, and THE HONORABLE WIL- 
LIAM VON RAAB, COMMISSIONER OF CUSTOMS, DEFENDANTS, and 
THE Mitton D. Myer ComPANy, INTERVENOR 


Court No. 83-3-00333 
Before Bor, Judge. 


Memorandum and Order Denying the Defendants’ Motion for 
Reconsideration 


(Dated July 12, 1983) 


Plaia, Schaumberg & deKieffer (Tom M. Schaumberg and Alice A. Kipel); Romney, 
Golant, Martin, Disner & Ashen (Joseph Golant, Robert M. Ashen, Thomas D. Phil- 
lips), for the plaintiff. 

J. Paul McGrath, Assistant Attorney General; Joseph I. Liebman, Attorney in 
Charge, International Trade Field Office, Commercial Litigation Branch (Deborah E. 
Rand), for the defendants. 

Buell, Blenko, Ziesenheim & Beck (Lynn J. Alstadt), for the intervenor. 
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Bor, Judge: The Federal defendants have filed a motion for re- 
consideration of the prior order of this court denying defendants’ 
motion to dismiss the above-entitled action for lack of jurisdiction. 
Slip Op. 83-58 (June 16, 1983). The Federal defendants predicate 
their present motion for reconsideration primarily on the state- 
ment contained in the court's order relating to the defendants’ ac- 
knowledgment of the right of an importer to protest the exclusion 
of the subject merchandise under 19 U.S.C. § 1514. 

The court’s foregoing assertion, having been based on the Feder- 
al defendants’ statement contained in a preceding memorandum 
made in connection with its motion to strike and dismiss a claim 
for relief by the intervenor, failed to accurately reflect the changed 
position of the defendants as to the non-applicability of 19 U.S.C. 
§ 1514 contained in their later reply to plaintiff's opposition to de- 
fendants’ motion to dismiss. Whether the Federal defendants’ 
changed position as to the non-applicability of § 1514 was intended 
to controvert their prior statement relating to the right of an im- 
porter to protest the exclusion of merchandise under § 1514 was 
unclear. 

Notwithstanding a misapprehension that may have existed with 
respect to defendants’ position, no sufficient showing has been 
made by the defendants that this court’s prior order (Slip Op. 83- 
58) should be reconsidered and vacated and the defendants’ motion 
to dismiss the above-entitled action for lack of jurisdiction be grant- 
ed. 

The Federal defendants in a motion to strike and dismiss the 
claim for relief asserted by the defendant-intervenor, previously 
made herein (April 8, 1983), correctly defined the gravamen of this 
action: 


* * * the merchandise being detained for these latter entries 
is not detained as a result of the rule, but rather as a result of 
the bonding dispute which is the subject of this action. [Italic 
supplied. ] 


Defendant’s motion for reconsideration is denied. 
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